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ACRA Arizona Reporting Service, Inc
NCRA

Arizona Court Reporters Association Court Reporting & Realtime Specialists
€<M8i]-_ azrs@az-reporting.com

www.az-report1ng.com

Marta T. Hetzer
Administrator/Owner

Suite Three
2627 North Third Street

Phoenix. AZ 85004-1103
(602) 274-9944

FAX: (602) 277-4264

HAND DELIVERED

August 2, 2001

Ms. Lyn Farmer
Chief Admire active Law Judge
ACC ~IG DWISION
1200 est Washington, 1st Floor
Phoenix AZ 85007

Re: Qwest /  Cost  Docket  PhaseH No. T-00000A-00-0194

Dear Ms. Farmer:

Following is a breakdown of the original exhibits from the hearing held in the above-referenced
matter that began on July 16, and ended on July 31, 2001 :

ATT/XO Exhibits Nos. ATT/XO 1 through 43

Exhibits Nos. 1, 2, 3, 7, 9, 10, 18, 19, 20, 23, 26, 27, 31, 38, 39, 40, and 42
are being filed with Docket Control this date.

Confidential Exhibits Nos. 4, 5, 6, 8, ll, 12, 13, 14, 15, 16, 17, 21, 22, 24,
28, 29, 30, 32, 33, 34, 35, 36, 37, 41, and 43 are enclosed herewith.

Exhibit No. 25 was not offered, and is being returned to ATT/XO.

ATT/WorldCom Exhibits Nos. ATT/WorldCom 1 through 16

Exhibits Nos. 1 and 2 have not be provided to the court reporter by the party
as of this date.

Exhibits Nos. 3, 4, 7, 9, 10, ll, 13, 14, 15, and 16 are being filed with Docket
Control this date.

Confidential Exhibits Nos. 5, 6, 8, and 12 are enclosed herewith.
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Cox Exhibits Nos.Cox l through 4

Exhibits Nos. 1, 2, and 4, are being ilea with Docket Control this date

ConfidentialExhibit No. 3 is enclosed herewith

Owest Exhibits Nos. Owest 1 through 36

Exhibits Nos. 2, 4, 5, 6, 7, 8, 9, 10, ll, 12, 13, 14, 15, 16, 18, 19, 20, 21, 22,
23, 24, 27, 28, 30, 31, 32, 33, 34, 35, and 36, are being ilea with Docket
Control this date.

Confidential Exhibits Nos. l, 3, 17, 25, 26, and 29 are enclosed herewith.
Also, three boxes containing attachments to Teresa Million's exhibits.

¢

Sprint Exhibits Nos. Sprint 1 through 4

Exhibits Nos. 2, 3, and 4, are being filed with Docket Control this date.

Confidential Exhibit No. 1 is enclosed herewith.

Staff Exhibits Nos. S 1 through 34

Exhibits Nos. 1, 2, 3, 4, 5, 8, 9, 16, 20, 24, 25, 26, 28, 29, 31, 33, and 34 are
being filed with Docket Control, this date.

1 Confidential Exhibits Nos. 6, 7, ll, 13, 14, 15, 17, 18, 19, 21, 22, 23, 27, 30,
and 32 be enclosed herewith.

Exhibits Nos. 10 and 12 were not offered, and are being returned to Staff.

WorldCom Exhibits Nos. WorldCom l through 18

Exhibits Nos. 1, 2, 3, 4, 7, 8, 9, 10, ll, 14, 15, 16, 17, and 18 are being filed
with Docket Control, this date.

Please note that Exhibits Nos. 13, 14, 15 and 16 were inadvertently
omitted from the index, but were identified (Pages 1228 and 1229) and
admitted (Page 1230) during the testimony of Roy Lathrop on 07-20-2001 .

Confidential Exhibits Nos. 5, 6, and 13 are enclosed herewith.

Exhibit No. 12 was not offered, and is being returned to WorldCom.

H
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Z~Te1 Exhibits Nos. Z-Tel l and 2

Exhibits Nos. l and 2 are being filed with Docket Control this date

We are also returning the Docket File to Docket Control

If you have any questions, or if we can be of any further assistance, please let us know

Very truly yours

MoNa T. Hetzer
Administrator/Owner

Enclosures

Copy to AT&T/XO
Legal Division, ACC
Michael Patten, Esq
Sprint
Qwest
WorldCom
Docket Control

EDPY FOR yours
INFURMATIUN



BEFORE THE ARIZONA CORPORATION COMMISSION

WILLIAM MUNDELL
CHAIRMAN

JIM IFIVIN
COMMISSIONER

MARC SPITZEFI
COMMISSIONER

IN THE MATTER oF INVESTIGATION INTO
Qwest CORPORATION'S COMPLIANCE
WITH CERTAIN WHOLESALE PRICING
REQUIREMENTS FOR UNBUNDLED
NETWORK ELEMENTS AND RESALE
DISCOUNTS

)
)
) DOCKET no. T-00000A-00-0194
) Phase II
) SUPPLEMENTAL TESTIMONY
)
)

SUPPLEMENTAL DIRECT TESTIMONY OF

ROBERT F. KENNEDY

ON BEHALF OF

QWEST CORPORATION

APRIL 16, 2001

EXHIBIT



Arizona Corporation Commission
Docket No. T-00000A-00-0194

Phase ll
. Qwest Corporation
Supplemental Direct Testimony of Robert F. Kennedy

Page 1, April 16 2001

1

2

3 Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND POSITION WITH

4 QWEST CORPORATION.

5

6

7

8

My name is Robert F. Kennedy. My business address is 1314 Douglas-on-the-

Mall, 6th Floor, Omaha, Nebraska 68102. My principal business responsibility is to

testify in regulatory and legal proceedings concerning Qwest's wholesale services

and products.

9 Q. ARE YOU THE SAME ROBERT F. KENNEDY WHO FILED DIRECT

10 TESTIMONY IN THIS DOCKET?

11 A. Yes.

12 Q. WHAT IS THE PURPOSE OF YOUR SUPPLEMENTAL DIRECT TESTIMONY?

13

14

15

16

This Supplemental Direct Testimony describes two additional products that were

not addressed in my March 15, 2001 direct testimony filed in this docket.

Specifically, l describe the Space Availability Report and Space Option

Reservation.

17 Q. PLEASE DESCRIBE THE SPACE AVAILABILITY REPORT.

18

19

20

The Space Availability Report may be ordered by a CLEC and will be provided by

Qwest for each central office specified. The report will contain the following

information: the number of collocations within the central office, the number of

21

A.

A.

A.

equipment bay spaces available, measures underway to Make additional space
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1 available for collocation, and any modifications in the use of the space since the

2 last report was issued

3 Q. HOW MAY THE SPACE AVAILABILITY REPORT BENEFIT A CLEC?

4

5

The Space Availability Report provides the CLEC with information necessary to

better plan its initial and future collocation installations in Qwest central office

6

7

locations. By utilizing the Space Availability Report, the CLEC may better evaluate

its opportunity to serve end user customers located within a particular geographic

8 area.

9 Q. PLEASE DESCRIBE SPACE OPTION RESERVATION.

10 Space Option Reservation permits the CLEC to reserve collocation space. A

11

12

nonrecurring charge equal to 25% of the proposed TELRIC-based nonrecurring

collocation charge will apply for the Space Option Reservation.

13 Q. DOES THIS CONCLUDE YOUR TESTIMONY?

14

A.

A.

A. Yes it does. Thank you.



m
GENERAL NOTARY-Stale of Nebraska

M A R K  c .  H O L U N G
E" w Comm. Et. Avo- 15, goos

B E F O R E  T H E  A R I Z O N A C O R P O R A T I O N  C O M M I S S I O N

I N  T H E  M A T T E R  O F  I N V E S T I G A T I O N

I N T O  Q W E S T  C O R P O R A T I O N ' S

C O M P L I A N C E  W I T H  C E R T A I N

W H O L E S A L E  P R I C I N G  R E Q U I R E M E N T S

F O R  U N B U N D L E D  N E T W O R K

E L E M E N T S  A N D  R E S A L E  D I S C O U N T S

AFFIDAVIT OF
Robert F. Kennedy

S T A T E  O F  N E B R A S K A

C O U N T Y  O F  D O U G L A S

) .
)
)DOCKET no. T-00000A-00-0194, Phase 2
)
)
)
)
)
)
)

R o b e r t  F .  K e n n e d y ,  o f  l a w f u l  a g e  b e i n g  f i r s t  d u l y  s w o r n ,  d e p o s e  a n d  s t a t e s :

M y  n a m e  i s  R o b e r t  F .  K e n n e d y . I  a m  M a n a g e r  -  I n t e r c o n n e c t i o n  o f  Q w e s t

C o r p o r a t i o n  i n  O m a h a ,  N e b r a s k a .  I  h a v e  c a u s e d  t o  b e  f i l e d  w r i t t e n  s u p p l e m e n t a l

d i r e c t  t e s t i m o n y  i n  s u p p o r t  o f  Q w e s t  C o r p o r a t i o n  i n  D o c k e t  N o .  T - 0 0 0 0 0 A - 0 0 ~

0 1 9 4 ,  P h a s e  2 .

I  h e r e b y  s w e a r  a n d  a f f i r m  t h a t  m y  a n s w e r s  c o n t a i n e d  i n  t h e  a t t a c h e d  t e s t i m o n y  t o

t h e  q u e s t i o n s  t h e r e i n  p r o p o u n d e d  a r e  t r u e  a n d  c o r r e c t  t o  t h e  b e s t  o f  m y

k n o w l e d g e  a n d  b e l i e f .

F u  o t h e r  a f f i a n t  s a y e r  n o t .

Robert F Kefmédy /2"

S U B S C R I B E D  A N D  S W O R N  t o  b e f o r e  m e  t h i s

2 0 0 1 .

414. day of . 4/C, I ZZY?/ (

M /°  '
N o t a r y  P u b l i c  r e s t  i n  a t

O m a h a ,  N e b r a s k a .

.Ur

M y  C o m m i s s i o n  E x p i r e s :

2.

1.



BEFORE THE ARIZONA CORPORATION COMMISSION

WILLIAM MUNDELL
CHAIRMAN

JIM IRVIN
COMMISSIONER

MARC SPITZER
COMMISSIONER

IN THE MA1TER OF INVESTIGATION INTO
Qwest CORPORATION'S COMPLIANCE
WITH CERTAIN WHOLESALE PRICING
REQUIREMENTS FOR UNBUNDLED
NETWORK ELEMENTS AND RESALE
DISCOUNTS

)
)
) DOCKET no. T-00000A-00-0194
) Phase ll
)
)
)

REBUTTAL TESTIMONY OF

ROBERT F. KENNEDY

QWEST CORPORATION

June 27, 2001

EXHIBIT



1

2 I.

TABLE OF CONTENTS

IDENTIFICATION OF WITNESS..... I I l I

3 II. PURPOSE OF REBUTTAL TESTIMONY.. l I

4 III. DISCUSSION OF ISSUES l I I IIIlIllSlIIINaIlIIlIIII

....3

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

A. CLECs' PROPOSED NONRECURRING CHARGE STRUCTURE
B. issuE RAISED in THE TESTIMONY oF WILLIAM DUNKEL

1.SINGLE POINT oF PRESENCE ("SPOP")
C.IssuE RASIED IN THE TESTIMONY OF THOMAS WEISS

1. APPLICATION OF GROOMING CHARGES
D. ISSUES RAISED IN THE TESTIMONY OF REX KNOWLES

1 .SPACE CONSTRUCTION it
2.QuoTE PREPARATlON
3.CoLLocATlon TERmlnATlons.............
4.CLEC-TO-CLEC CONNECTIONS
5.FIELD VERIFICATION..................__._.._._.........,.......

E. ISSUES RAISED IN THE TESTIMONY OF ROY LATHROP
1 | REUSE OF COLLOCATION EQUIPMENT
2.|nDMDuAL CASE BAsis ("ICE") PRICING
3 CHANNEL REGENERATION

I llliiillllitillliiltllli

......

I'll

I'll

I lllllllildlllllulslil

15
.20
.23

20 IV. CONCLUSION.................... I I I lllilnllilli

21

..4



Arizona Corporation Commission
Docket No. T-00000A-00-0194

Phase II
Qwest Corporation

Rebuttal Testimony of Robert F. Kennedy
Page 1, June 27, 2001

1 I. IDENTIFICATION OF WITNESS

2 Q. ARE YOU THE SAME ROBERT F. KENNEDY WHO FILED DIRECT

3 TESTIMONY IN THIS PROCEEDING ON MARCH 15, 2001 ?

4 A. Yes.

5 ll. PURPOSE OF REBUTTAL TESTIMONY

6 Q. WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY?

7

8

9

10

11

12

13

14

15

16

17

A. My testimony has multiple purposes. First, I address the CLECs' proposed

nonrecurring charge structure that they have introduced in this cost proceeding

and point out several flaws in their proposal. Second, I respond to the issue of

single point of presence ("SPOP") raised in the direct testimony of William Dunkel.

Third, l discuss the issue of grooming costs and charges and respond to the

testimony of Thomas Weiss relating to these issues. Fourth, I respond to issues

raised in the direct testimony of Rex Knowles concerning Space Construction,

Quote Preparation Fees, Collocation Terminations, CLEC-to-CLEC Connections,

and Field Verification. Finally, I respond to issues raised in the direct testimony of

Roy Lathrop concerning the reuse of collocation equipment, ICE pricing and

channel regeneration.
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1 III. DISCUSSION OF ISSUES

2 A. CLECS' PROPOSED NONRECURRING CHARGE STRUCTURE

3 Q. HAVE YOU IDENTIFIED FLAWS THAT EXIST IN THE NONRECURRING

4 CHARGE STRUCTURE THAT THE CLECS ARE RECOMMENDING?

5

6

7

8

9

Yes. First, the CLECs' recommended nonrecurring charge structure' is

inconsistent with the products and services that Qwest has agreed to offer

pursuant to the section 271 workshop negotiations. In some cases, the charges

proposed by the CLECs do not map to Qwest's products and services, while in

other cases, nonrecurring charges simply have not been identified.

10

11

12

13

In addition, the products and services that Qwest has agreed to offer in the section

271 workshops are supported by systems, processes and procedures that were

developed for the provision of these products and services to all CLECs with whom

Qwest does business. Because Qwest is an Incumbent Local Exchange Carrier

14

15

16

17

18

19

("ALEC") with obligations that extend to all CLECs that do business across Qwest's

entire territory, the problems that could arise should the CLECs' nonrecurring

charge structure be approved would likewise extend beyond the interconnection

obligations that Qwest has to CLECs operating within Arizona. Should the CLECs'

proposed nonrecurring charge structure be approved, Qwest would be required to

incur significant and unnecessary costs in order to modify its products and services

A.

1 Direct Testimony of Roy Lathrop on behalf of World Com, Exhibit RL-2 NRCM Results (May 16, 2001).
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l to conform with the CLECs' proposed charge structure. Qwest has proposed a

2 nonrecurring charge structure that complies with the Telecommunications Act of

3 1996 ("the Act") and the FCC's pricing rules. There is no sound reason to adopt

4 the CLECs' proposed structure and to require the unnecessary modifications of

5 products and services that would result from the imposition of that structure.

6 For these reasons, Qwest recommends that the Commission find that the

7

8

nonrecurring charge structure that the CLECs recommend is not in the best

interest of either Qwest or the CLECS and should not be approved.

9 B . ISSUE RAISED IN THE TESTIMONY OF WILLiAM DUNKEL

10 1. SINGLE POINTOF PRESENCE ("SP()P")

11 Q.

12

13

IN HIS TESTIMONY, MR. DUNKEL STATES THAT A SINGLE POINT OF

INTERCONNECTION ("SPOP") SHOULD BE OFFERED ON AN AREA-WIDE

OR LATA-WIDE BA$IS2_ DOES QWEST AGREE?

14

15

16

Yes. The SPOP issue was addressed within the general terms workshop. Qwest

agrees that the SPOP should be offered on a LATA-wide basis and not strictly on a

single calling area basis as Qwest had previously advocated.

A.

2 Direct Testimony of William Dunkel on behalf of Arizona Corporation Commission, Pg. 77 (Jun 12'*'
2001)
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1 c.lssuE RAISED In THE TESTIMONY oF THOMAS WElss

2 1. APPLICATION OF GROOMING CHARGES

3 Q.

4

5

IN HIS TESTIMONY, THOMAS WEISS STATES THAT NO GROOMING

CHARGES SHOULD APPLY TO UNBUNDLED NETWORK ELEMENT _

PLATFORM ("UNE-P") LINES_3 DOES QWEST AGREE?

6 Yes.

7 Q. WHAT ACTION HAS QWEST TAKEN IN REGARD TO GROOMING CHARGES?

8

9

10

11

In the previous two-wire and four-wire cost studies, Qwest included the cost,of

grooming as part of the loop cost. Qwest has since separated the cost of

grooming into three elements. While one or more of these elements will apply to

all two-wire and four-wire unbundled loops, they will not be assessed on UNE-P

12 lines.

13 Q.

14

WHAT ARE THE THREE ELEMENTS ASSOCIATED WITH LOOP GROOMING

THAT QWEST IS INTRODUCING?

15

16

The three loop grooming elements are two-wire and four-wire unbundled loop

grooming and two-wire extension technology.

17

18

A.

A.

A.

Q. DOES MR. WEISS RAISE OTHER ISSUES CONCERNING LOOP GROOMING

IN HIS TESTIMONY?
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These issues are addressed in  the tes t imony of Qwest w i tness  Dick  Buck ley .

2 D. ISSUES RAISED IN THE TESTIMONY OF REX KNOWLES

3 1. SPACE CONSTRUCTION

4 Q. B R IE F L Y  R E V IE W  Q W E S T ' S  P R O P O S E D  S P A C E  C O N S T R U C T IO N

5 O F F ER IN G .

6

7

8

Qwest 's  Space Construc t ion offer ing inc ludes the mater ia l ,  labor  and engineer ing

required to prepare and construct a col location space, inc luding the necessary

support s tructure, cable rack ing, l ighting, a ir  condit ioning, and convenience outlets .

9 Q. D ID  Q W EST  D EVEL O P SPA C E C O N ST R U C T IO N  B EC A U SE C L EC S D ESIR ED

10 "MO R E PR ED IC T A B L E A N D  L ESS C O N F U SIN G  C O L L O C A T IO N  PR IC IN G " '

11 A S M R .  K N O W L ES ST A T ES?

12

13

14

15

Yes. Space Cons truc t ion  was  deve loped in  response to  the CLECs '  reques ts  to

el iminate indiv idual  case bas is  ( " laB")  pr ic ing former ly  used by Qwest for  the

pr ic ing o f  space cons truc t ion components .  The cur rent Space Construc t ion

offer ing s impl i f ies  the order ing process for  the CLECs.

A.

a Direct Testimony of Thomas Weiss on behalf of AT&T, WorldCom, and XO, pg.-, (MAY 1ST", 2001).

Direct Testimony of Rex Knowles on behalf of XO at Pg. 8 (May 16"1, 2001).

A.

A.
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1

2

3

HAS ANYTHING OCCURRED SINCE you SUBMITTED YOUR DIRECT

TESTIMONY IN THIS COST PROCEEDING WHICH MIGHT RESULT IN QWEST

CHANGING THE CURRENT SPACE CONSTRUCTION PROPOSAL?

4

5

6

7

Yes. During the Utah collocation hearing in Docket 00-049-106, Qwest agreed to

develop a separate charge for the collocation cage. Although time has not

permitted Qwest to develop a cost study consistent with that agreement, Qwest is

prepared to address the changes in Docket T-00000A-00-0194.

8 2. QUOTE PREPARATION FEE

9

10

BRIEFLY REVIEW QWEST'S QUOTE PREPARATION FEE APPLICABLE TO

ITS PHYSICAL COLLOCATION OFFERINGS.

11

12

13

A Quote Preparation Fee is a nonrefundable charge for the work required to verify

space availability and to develop a price quote for the total cost to the CLEC for the

requested physical collocation.

14 Q.

15

16

17

MR. KNOWLES ARGUES THAT BECAUSE VERIZON DOES NOT IMPOSE A

QUOTE PREPARATION FEE, THE COMMISSION SHOULD NOT PERMIT

QWEST TO IMPOSE A QUOTE PREPARATION FEE_5 HOW DOES QWEST

RESPOND?

18

19

The purpose of this cost proceeding is to set prices fer Qwest's products and

services, including Quote Preparation Fee, consistent with the

A.

5 Knowles at pg.13

A.

Q.

A.

Q.
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Te lecommunica t ions  Ac t  o f  1996,  the  FCC and the  Commiss ion .  Whether  Qwes t

2

3

4

5

6

7

does or  does not offer  in terconnection products  and serv ices l ike those al legedly

offered by  another  prov ider  is  not re levant here. Ver izon 's  a l leged product

s truc ture is  not an appropr ia te benchmark  by  which to  measure whether  Qwest 's

Quote Preparat ion Fee is  reasonable and appropr ia te. Rather ,  Qwest be l ieves

that the Commiss ion should cons ider  the fac t that Qwest incurs  costs  to  prepare a

col location-related quote and, for  that reason, is  enti t led to recover those costs .

8 Q. W H A T  IS  T H E PU R PO SE O F  T H E Q U O T E PR EPA R A T IO N  F EE?

9

10

11

12

The Quote Preparat ion Fee is  in tended to recover  the costs  assoc iated wi th the

preparation of a b id by Qwest for  col location work  that is  requested and then

subsequent ly  cance l led  by  the CLEC. The Quote  Prepara t ion  Fee ensures  that

Qwest w i l l  be compensated for  the work  assoc iated wi th  prepar ing a quote.

13 Q. W H A T  H A S Q W EST ' S  EXPER IEN C E B EEN  W IT H  R EG A R D  T O

14 C O L L O C A T IO N  R EQ U EST S T H A T  H A VE B EEN  R EQ U EST ED  B Y  C L EC S,  B U T

15 S U B S E Q U E N T L Y  C A N C E L L E D ?

16

17

18

19

20

21

A.

A. There have been s ix  hundred and f i f ty  n ine (659)  col location cancel lat ions across

Qwest 's  region s ince June 1999, of which seventy- three (73)  occurred in Ar izona.

It  is  necessary  that Qwest recover  i ts  costs  for  quote preparation when a CLEC's

col locat ion request is  subsequently  cancel led. Qwest would not incur  these cos ts

but for  the CLECs'  col location requests , and i t  should be permitted to recover  the

costs  from the par t ies  that cause them.
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1 Q. How DOES QWEST TREAT THE QUOTE PREPARATION FEE WHEN THE

2 COLLOCATION WORK IS COMPLETED?

3

4

Qwest will credit the CLEC for the charges associated with the quote preparation

when the collocation work is completed.

5 Q. HOW SHOULD THE COMMISSION DECIDE THE ISSUE OF QUOTE

6 PREPARATION FEE?

7

8

9

10

11

Qwest incurs costs to provide a collocation-related quote and is entitled to recover

those costs. Furthermore, Qwest's Quote Preparation Fee is based upon sound

rationale and adequate cost support. This support, combined with the documented

instances of collocation order cancellations, support the need for a Quote

Preparation Fee. For these reasons, the Commission should approve Qwest's

12 proposed Quote Preparation Fee.

13 3. COLLOCATION TERMINATIONS

14 Q. PLEASE BRIEFLY REVIEW THE PURPOSE OF COLLOCATION

15 TERMINATIONS.

16 Collocation terminations are used by a CLEC to connect its caged or careless

17 collocation to the interconnection distribution frame ("ICDF") in order to access

18 unbundled network elements ("UNEs") for the purpose of interconnection.

19

A.

Q. How DOES QWEST OFFER COLLOCATION TERMINATIONS?

A.

A.
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1 Qwest offers a number of termination sub-elements that a CLEC may select from

2

3

4

5

6

7

in order to create the type of collocation termination desired. Depending upon a

CLEC's needs, collocation termination sub-elements may be purchased for DSO,

DS1 and DS3 facilities. For example, there are four DSO sub-elements consisting

of DSO Cable per 100 pair block; DSO Cable Placement per 100 pair block, DSO

Block, and DSO Block Placement. Separate groups of DS1 sub-elements and DS3

sub-elements are likewise made available to accommodate a CLEC's need for

8 such collocation services.

9 Q. WHY DOES QWEST OFFER coLLocATion TERMINATIONS IN THE

10 MANNER JUST DESCRIBED?

11

12

Because the particular type of collocation arrangements can differ significantly

from one CLEC to another, Qwest offers collocation terminations on a sub-element

13 basis. In this way, a CLEC may select the collocation termination equipment that

14

15

16

17

18

19

20

best meets its individual needs. For example, a CLEC that orders DSO facilities

may choose to supply its own cable and install its own termination block, thereby

foregoing the need to purchase Qwest's DSO Cable product. On the other hand,

Qwest may provide all of the elements that are required to establish a collocation

arrangement. By offering collocation on a sub-element basis, Qwest offers the

CLECs the option of purchasing some or all of the required collocation sub-

elements directly from Qwest or from an alternative source(s) within the

21

A.

A.

marketplace.
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1 Q. MR. KNOWLES ARGUES THAT QWEST'S PROPOSED RATES FOR

2 COLLOCATION TERMINATIONS "ARE SIGNIFICANTLY HIGHER THAN THE

3 RATES VERIZON PROPOSED IN WASHINGTQN"6 AND RECOMMENDS THAT

4 THE COMMISSION ADOPT THE WASHINGTON APPROVED RATES. HOW

5 DOES QWEST RESPOND?

6

7

8

9

10

11

12

13

14

15

I have not seen -- and to my knowledge, this Commission has not seen --

information or cost data concerning the complete structure of Verizon's out-of-

Arizona rates for recovering termination costs. XO did not bring this information to

the collocation workshops. Accordingly, there is inadequate information upon

which to base a comparison of Verizon's rates with Qwest's and, also, an

inadequate basis for imposing Verizon's non-Arizona rates on Qwest. The

Commission should make its decision concerning Qwest's collocation termination

rates based upon Qwest's product structure, engineering design and cost support

introduced through the testimony of Qwest witnesses and evidence offered by

other parties in the Arizona cost proceeding.

16 Q. How SHOULD THE COMMISSION DECIDE THIS ISSUE?

17

18

19

As with the issue of the Quote Preparation Fee, the Commission should approve

the collocation termination prices based upon the rationale and supporting costs

that Qwest has presented.

A.

e Knowles at pg. 14.

A.
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1 4. CLEC-TO-CLEC CONNECTIONS

2 Q. PLEASE BRIEFLY REVIEW QWEST'S CLEC-TO-CLEC CONNECTIONS.

3

4

5

6

CLEC-to-CLEC connections provide CLECs with the ability to connect with each

other within the same Qwest wire center for the purpose of mutually exchanging

traffic. A CLEC may also use the connections to connect multiple forms of its own

collocations together within the same wire center.

7 Q. ARE THE CHARGES FOR CLEC-TO-CLEC CONNECTIONS ADDRESSED IN

8 THE STATEMENT OF GENERALLY AVAILABLE TERMS AND CONDITIONS

9 vsGAT9?

10 A. Yes.

11

12

Q. MR. KNOWLES ALLEGES THAT QWEST'S PROPOSED CHARGES FOR CLEC-

TO-CLEC CONNECTIONS ARE INCONSISTENT WITH THE SGAT] HOW DOES

13 QWEST RESPOND?

14

15

16

While Mr. Knowles alleges that Qwest's charges are inconsistent with the SGAT,

he fails to identify the inconsistency. Qwest is, therefore, unable to respond to this

allegation in this rebuttal testimony.

17

7 Knowles at pg, 16.

A.

A.



Arizona Corporation Commission
Docket No. T-00000A-00-0194

Phase ll
Qwest Corporation

Rebuttal Testimony of Robert F. Kennedy
Page 12, June 27, 2001

1 5. FIELD VERIFICATION

2 Q. PLEASE REVIEW THE STEPS INVOLVED IN THE PROCESS THAT QWEST

3 UNDERTAKES TO DETERMINE SPACE AVAILABILITY WHEN A CLEC

4 REQUESTS ACCESS TO QWEST'S INNERDUCT.

5

6

7

8

9

10

11

Database inquiry and field verification must be completed before Qwest can accept

a CLEC's order for service. Qwest will complete a database inquiry and prepare a

duct structure diagram that will show the distances and access points that are

present along the route for which the CLEC requests information. An estimate of

costs associated with a field verification of available facilities is also prepared for

the CLEC's review. After a review of the inquiry results prepared by Qwest, the

CLEC must determine whether to request that Qwest proceed with the actual field

12 verification process.

13 Q. MR. KNOWLES MAINTAINS THAT "THE REVIEW OF QWEST'S RECORDS

14

15

l l .SHOULD BE ALL THAT IS REQUIRED TO VERIFY THE AVAILABILITY OF

SPACE IN THE CONDUIT."8 DOES QWEST AGREE?

16 No. As I have just described, field verification is a necessary part of the work that

17

18

19

20

Qwest performs. Field verification is required not only to determine space

availability for a CLEC that wishes to occupy innerduct along the requested route,

but also to assure the ongoing integrity of Qwest's network that is used by Qwest

and CLECs alike. Qwest's database research and field verification steps were

A.

A.

8 Knowles at pg. 17.
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1 developed as a result of Qwest's experience in providing service to its end user

2 customers and its experience in providing services to other telecommunications

3 providers. That experience dictates that a review of records alone is simply not a

4 sufficient basis upon which to undertake the work requested.

5 Q.

6

ACCORDING TO MR. KNOWLES, "MOST OF THE TIME THAT QwEST

ESTIMATES TO BE NECESSARY FOR FIELD VERIFICATION IS DEVOTED TO

7

8

QWEST'S OWN INSPECTION, INCLUDING MAKING TECHNICAL DRAWINGS

OF ITS CONDUIT AND REVISING ITS RECORDS AccoRDlnGLy."° IS THIS

9 CORRECT?

10 No. Contrary to what Mr. Knowles asserts, the drawings are done for the specific

11

12

13

14

CLEC route and include any necessary "make ready" work that must be completed

in order to satisfy the CLEC's request. The drawings would not be necessary, but

for the CLEC's request for service. Therefore, Qwest has little or no need to

review the drawings once the CLEC order for service is completed.

15 Q. MR. KNOWLES MAINTAINS THAT THE TIMEFRAME FOR INSPECTION OF A

16 MANHOLE SHOULD TAKE NO MORE THAN TWO HOURS. HOW DOES

17 QWEST RESPOND?

18

19

Mr. Knowles makes this assertion without explaining why this should be the case.

Therefore, Qwest and the Commission have no means by which to evaluate Mr.

Knowles' claim.20

A.

A.

9 Knowles at Page 18
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1 It is important to realize that manhole inspection involves more than just viewing

2 the manhole to "verify that sufficient space exists. The size of the job to beH 10

3 studied is a critical factor in determining how long a particular field verification may

4 take. If, for example, the area to be studied is a five mile stretch of rural roadway

5 in which are located five or six manholes, the field verification will be relatively

6

7

short in comparison to a field verification that requires the examination of one

hundred or two hundred manholes located in an urban area such as downtown

8

9

10

11

12

13

14

15

16

17

Phoenix. Although both requests necessitate the review of records, field surveys,

preparation of drawings, etc. the length of the overall job in the second example

will naturally be greater due to the substantial number of manholes to be examined

along the route. The task of individually examining the five or six manholes in the

first example would be far less time-consuming than the individual examination of

possibly one hundred or two hundred manholes in downtown Phoenix. Moreover,

in addition to the time required to travel from one manhole to another, it is

important to remember that before entering each manhole, the engineer must take

steps to clear the manhole of any gas or water that may have accumulated in the

manhole. It is unclear whether Mr. Knowles' time estimate allows for both travel

18

19

time and the time needed to clear manholes of gas and water. An estimate as

short as two hours could not realistically account for these factors.

20 Q. HOW DOES QWEST RESPOND TO MR. KNOWLES' ALLEGATION THAT IT

21 HAS BEEN XO'S EXPERIENCE THAT "QWEST DOES NOT ACTUALLY

10 Id. at pg. 18.
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1 INSPECT EVERY MANHOLE ALONG THE ROUTE THAT THE CLEC HAS

2 REQUESTED""

3

4

It is Qwest's policy to inspect every manhole as part of the field verification

process. There are several reason for this. One reason is to distinguish

5

6

continuous routes from. non-continuous routes, i.e where bridges may be extend

off the main route. Still another reason is to determine whether the route is

7

8

9

blocked or in some way damaged. Without knowledge of the particular details of

XO's experience to which Mr. Knowles refers, however, Qwest is unable to fully

respond.

10 E. ISSUES RAISED IN THE TESTIMONY OF ROY LATHROP

11 1. REUSE OF COLLOCATION EQUIPMENT

12 Q. PLEASE REVIEW THE "REUSABILITY TEST" PROPOSED BY WORLDCOM

13 WITNESS ROY LATHROP. 12

14

15

16 1113

17

Mr. Lathrop describes the "reusability test" as requiring "that no capital costs be

included in NRCs [nonrecurring charges] since capital items, once acquired, can

be used to provide service to future customers. Mr. Lathrop further states that

the reusability test "should be applied to associated installation labor for the same

A.

11 Knowles at page 18

12 Lathrop at pg. 9-10.

13
Lathrop at pg. 9.

A.
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once ins ta l led, another  customer  at the same premise [s ic ]  can reuse the

2 plant at no additional cost for the plant.""4

3 Q. IS  T H E  R EU SA B IL IT Y  T EST  PR O PC SED  B Y  W O R L D C O M  A N  A PPR O PR IA T E

4 M EA N S B Y  W H IC H  T O  D ET ER M IN E  W H ET H ER  A N D  T O  W H A T  EXT EN T

5 C O L L O C A T IO N  E Q U IP M E N T  M A Y  B E  R E U S A B L E ?

6 No. Qwest is  s t i l l  in  the s tage of develop ing products  and processes to  meet the

7 CLECs '  immedia te  requ i rements  for  co l locat ion produc ts  and serv ices . In

8

9

10

11

12 1115

13

14

15

16

17

conjunct ion wi th th is  effor t ,  Qwest in troduces products  that in  some cases may

ref lec t input from the CLECs, or  have been developed in  d i rec t response to needs

expressed by  the  CLECs. For  these reasons ,  Qwes t  does  not  share  Wor ldCom's

opin ion that "once ins ta l led, another  customer at the same premise [s ic ] can reuse

the plant at no addit ional cost for  the plant. Qwest 's  exper ience in  Ar izona s ince

Jur ie1999 demonstrates  that there are not enough s imi lar i t ies  between CLECs '

needs and spec i f icat ions to  suppor t the assumption that CLECs wi l l  un i formly  be

able  to  re-use co l locat ion equipment.  For  example, therehave been 73 co l locat ion

cancel lat ions and only  11 changes of respons ib i l i ty  which have taken place in

Ar izona s ince June 1999.

18 Q. PL EA SE D ESC R IB E Q W EST ' S  C O L L O C A T IO N  PO L IC IES  T H A T  B EC A M E

19 EFFEC TIVE MA R C H  15 ,  2001 I

14 ld.

is ld.

A.
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On March 15, 2001, Qwest in troduced three co l locat ion- re la ted pol ic ies . The f i rs t

2 pol icy  is  Qwest 's  "Col location Cancel lat ion Pol icy ."  This  pol icy  outl ines the

3 requirements for  a CLEC's cancel lat ion of a request for  a col location s i te that is

4 under  construc t ion. The second pol icy  is  Qwest 's  "Col locat ion Change of

5 Respons ib i l i ty  Pol icy ."  The Col locat ion Change of Respons ib i l i ty  Pol icy  out l ines

6 the requirements  that a  CLEC must fo l low when that CLEC wishes to  trans fer  the

7 lease of i ts  col location s i te to another  CLEC. The th ird col location pol icy  is

8 Qwest 's  "Co l locat ion  Decommiss ion ing Po l icy ."  The Col locat ion  Decommiss ion ing

9 Pol icy  out l ines  the requirements  that a  CLEC must fo l low when that CLEC wishes

10 to request the deactivation of a completed col location s i te that inc ludes the

11 removal  o f  the CLEC's  equipment f rom a Qwest centra l  o f f ice .  Copies  o f  the three

12 col location pol ic ies are inc luded in Exhibi t RFK-1 of th is  testimony.

13 Q. PL EA SE D ISC U SS Q W EST ' S  R A T IO N A L E F O R  EA C H  O F  T H E T H R EE

14 C OLLOC A TION  POLIC IES.

15

16

17

18

19

20

21

A.

A.

Qwest introduced the Col location Cancel lat ion Pol icy  in order  to ensure that

col location expenses could be recovered for  co l location equipment and re lated

serv ices that otherwise would be s tranded i f  a  CLEC, subsequent to  accepting the

pr ice quote and paying the fi fty  percent fee16, decided not to occupy the col location

space. in  addi t ion, Qwest ins t i tu ted th is  pol icy  in  order  to  prov ide CLECs with a

reasonable and equi table means to terminate their  use of and f inanc ia l

responsibi l i ty  for  col location space and equipment.
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As wi th the Cancel la t ion Pol icy , Qwest in troduced the Col iocat ion Change of

2 Responsib i l i ty  Pol icy  in order  to ensure that col location expenses would not be

3 stranded in  the event that the vacat ing CLEC was unable or  chose not to  cont inue

4 occupy ing the co l locat ion space. With  the Change of Respons ib i l i ty  Pol icy , the

5 CLECs themselves negotia te the terms and condi t ions for  the transfer  of the

6 collocation site.

7

8

9

10

Final ly ,  the Col locat ion Decommiss ion ing Pol icy  was in troduced to  prov ide CLECs

with an appropr iate means by which to permanently  vacate a col locat ion s i te .

Under  th is  pol icy , the vacating CLEC wi l l  be re imbursed for  the reusable e lements

of the vacated s i te for  up to one year  after  decommiss ion.

11 Q . W H A T  H A S B EEN  Q W EST ' S  EXPER IEN C E IN  A R IZ O N A  W IT H  C O L L O C A T IO N

12 C A N C EL L A T IO N S,  D EC O MMISSIO N S A N D  C H A N G ES O F  R ESPO N SIB IL IT Y?

13

14

As I prev ious ly  s tated a tota l  o f 73 cancel la t ions and 11 changes of respons ib i l i ty

have occur red in  Ar izona s ince June 1999. Also, s ince that t ime there have been

15 zero (0 )  decommiss ions  in  Ar izona.

16 Q. W H A T  D O E S  Q W E S T  C O N C L U D E  F R O M  T H E S E  R E S U L T S ?

17

18

19

Firs t,  Qwest conc ludes that, w i thout a col location cancel lat ion pol icy , Qwest may

have been left  w i th no v iable means for  recover ing the costs  assoc iated with the

quote preparat ion fee and completed e lement ins ta l la t ion charges in  the 73

A.

A.

16 Exhibit RFK- 1, "Collocation Cancellation Policy" (March 9, 2001).
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col locat ion cancel la t ions  that have occur red in  Ar izona s ince June1999. Second,

2 whi le the Change of Respons ib i l i ty  option could be benefic ia l  to  CLECs, i t  has only

3 been used 11  t imes  in  the  pas t  24  months .  Th is  may  be  the  case  because

4 CLECs that s tar t bus iness with in a par t icu lar  area that was served by a prev ious

5 CLEC may not be able to  reuse the co l locat ion equipment, or  e lec t to  use other

6 means by which to prov ide serv ice to their  end user  customers.

7 Q. MR .  LA TH R O P MA IN TA IN S TH A T SO ME O N E- T IME A C T IV IT IES SH O U LD

8 N O T  B E  R EC O VER ED  U S IN G  N O N R EC U R R IN G  C H A R G ES B EC A U SE T H E

9 "LON G- R U N  EC ON OMIC  C OST OF  A  ON E- T IME A C TIV ITY TH A T B EN EFITS

10 MU LTIPLE U SER S IS  B O R N E EN T IR ELY B Y TH E F IR ST  PR O VID ER  TO  U SE

11 T H E  F A c lL IT y . . . . " "  W IL L  T H IS  B E  T H E  R E S U L T  U N D E R  Q W E S T ' S

12 C O LLO C A TIO N  PO L IC IES?

13 -A. No. Qwest 's  Col locat ion Change of Respons ib i l i ty  po l icy  makes c lear  that the

14

15

16

17

CLEC assuming respons ib i l i ty  for  a vacating CLEC's  col location s i te  may do so

on ly  upon acceptance o f  the assoc ia ted payment ob l iga t ions ."  These ob l iga t ions

inc lude nonrecurr ing charges assoc iated wi th updating Qwest 's  network  sys tems

to transfer  reusable e lements  to  the new CLEC. Therefore, the " f i rs t  prov ider  to

18 use the fac i l i ty"  wi l l  not bear the entire cost of the one-time activ i ty .

17 Lathrop at pg. 10.

la Exhibit RFK- 1, "Collocation Change of Responsibility Policy" (March 9, 2001).
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1 2. |nnMnuAL CASE BAsls ("ICE") COLLOCATION PFuclno

2 Q. UNDER WHAT CIRCUMSTANCES DOES QWEST PROPOSE USING ICE

3 PRICING FOR ITS COLLOCATION PRODUCTS?

4

5

6

7

8

9

Qwest proposes using ICE pricing only in situations where it is necessary to do so.

These situations may involve infrequent requests for which Qwest has been

unable to gather meaningful data from which to develop standard costs and prices.

ICE pricing is also likely to be required when the scope of the work requested is so

different from one request to another that it is, again, difficult to collect meaningful

cost data and develop standard prices.

10 o.

11

MR. LATHROP STATES THAT THE "NATURE OF ICE CHARGES IS THAT

THEY ARE HIDDEN AND DO NOT APPEAR IN OR AS COST STUD1E$_=-19 HOW

12 DOES QWEST RESPOND?

13

14

15

16

17

ICE charges do not appear "in or as cost studies" because, as the name

suggests, the charges are "individual." As I have just stated, this is so because

there is simply not enough meaningful data available from which to develop

standard costs and prices. This does not mean, however, that ICE costs and

prices are "hidden" as Mr. Lathrop alIeges.2°

18 Q. DOES QWEST PLAN TO DEVELOP STANDARD COSTS FOR ADJACENT

19 coLLocATion AND FIELD CONNECTION POINT?

A.

19 Lathrop at pg. 32.

A.
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No, i t  does not.  Qwest has  had few, i f  any  requests  for  these types of co l locat ion.

2 As a resu l t ,  there is  no meaningfu l  data upon which to  develop cos ts .  Adjacent

3 Col location and Fie ld Connec i ton Point would require modif icat ions to ex is t ing

4 construct ion or  the construct ion of new fac i l i t ies  that Qwest s imply  has not had

5 exper ience in  prov id ing. I f  and when Qwest has  handled enough requests  to  ga in

6 the exper ience that is  necessary  to develop s tandard costs  and s tandard product

7 offer ings, i t wil l  do so.

8 Q. D O E S  Q W E S T  P L A N  T O  P R O D U C E  S T A N D A R D  C O S T S  F O R  R E M O T E

9 C O L L O C A T IO N ?

10

11

12

13

Yes, i t  does . Al though there have been few requests  for  remote co l locat ion,

because CLECs uti l ize ex is t ing Qwest fac i l i t ies , suff ic ient and appropr iate

information is  avai lab le for  Qwest to  develop s tandard costs . Qwest is  cur rent ly

developing costs , and wi l l  in troduce rates for  remote col location in the near  future.

14 Q. M R .  L A T H R O P Q U EST IO N S Q W EST ' S  IC E  R A T E PR O PO SA L  F O R  SEC U R IT Y

15 A N D  S P A C E  P R E P A R A T I O N .  W H A T  I S  Q W E S T ' S  R E S P O N S E ?

16

17

18

19

Qwest has s imply  inc luded a p laceholder  in  the SGAT in order  to  a l low for  the

poss ib i l i ty  of charg ing for  secur i ty  and space preparat ion in  the future. The FCC

conc luded that LECs could charge for  space preparat ion and secur i ty  measures i f

they  prorated these cos ts  and fo l lowed a s tate approved pr ic ing methodology."

20 ld.

21 FCC 98-48 Sec. 45-51 .

A.

A.

A.
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1 Qwest has not charged for, nor is it currently developing charges for space

2 preparation. In addition, Qwest has limited its charges for security to those

3 elements that recover the costs for card access, an element that is included in this

4

5

6

cost proceeding. Qwest may choose to install security cameras at a later date.

Should Qwest develop charges for space preparation and security, those charges

will be developed in accordance with FCC and commission guidelines.

7 Q. ARE THE ISSUES oF SPACE PREPARATION AND SECURITY ADDRESSED

8 IN THE SGAT?

9 A. Yes. The SGAT states:

10

11

12

13

14

Qwest must in all cases of shared space Collocation allocate space preparation,
conditioning, security measures and other Collocation charges on a pro-rated
basis to ensure that the charges paid by CLEC as a percentage of the total
overall space preparation and conditioning expenses do not exceed the
percentage of the total Collocation space used by cLEc.22

15 Q. WHAT DOES QWEST RECOMMEND WITH REGARD TO SPACE

16 PREPARATION AND SECURITY?

17

18

19

20

21

22

This does not appear to be an issue to be addressed in this cost proceeding.

Qwest has not produced costs for these elements, nor has Qwest requested

authority to ICE price these elements. The language was placed in the SGAT to

hold open the possibility that Qwest might develop prices for these elements in the

future. The SGAT language is not in dispute. Therefore, this Commission need

not address the issue of pricing for space preparation or additional security

A.

22 SGAT at Para. 8.3.3.1 .
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requirements  unt i l  such t ime as Qwest presents  costs  for  the Commiss ion 's  rev iew

2 and approval .

3 a. CHANNEL REGENERATION

4 Q. PL EA SE B R IEF L Y R EVIEW  T H E PU R PO SE O F  C H A N N EL  R EG EN ER A T IO N .

5

6

7

Channel regenerat ion is  required when the d is tance from the phys ical  co l location

space leased by  the CLEC, or  from the co l located equipment to  the Qwest

network, is  of suff ic ient length that s ignal ampli f ication i .e.regeneration is

8 necessary .

9 Q. MR .  LA TH R O P STA TES TH A T "TH E FC C  FO U N D  TH A T IN  N O  EVEN T

10 SH O U L D  IL EC S C H A R G E F O R  R EG EN ER A T IO N  B EC A U SE IT  SH O U L D  N O T

11 B E N EC ESSA R Y."2 3  D OES QW EST A GR EE W ITH  MR .  LA TH R OP' S

12 IN TER PR ETA TION  OF TH E FC C ' S  POSIT ION  ON  TH IS  ISSU E?

13

14 "the record

15

16

17

18

No. The FCC did not s tate that in  no event should ILECS charge for  regeneration

because i t  shou ld  not be necessary .  What the FCC s ta ted was  that

demonst ra tes tha t  . . .a  repeater  shou ld  no t  be  needed fo r  the  prov is ion  o f

phys ica l  co l locat ion serv ice."2"  What the FCC fur ther  s tated, and what Mr . Lathrop

himself acknowledged, is  that "a repeater  is  only  necessary  to mainta in the proper

vol tage level  of an e lectronic  s ignal when the length of the cable between the

23 Lathrop at pg. 63.

24 FCC 93-162.

A.

A.
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interconnector 's  cage and the LEC's  d ig i ta l  c ross-connect bay exceeds 655 feet for

2 a DS1 and 450 feet  fo r  a  DS3.H25

3

4

5

6

While  no LEC was apparent ly  ab le  to  show that regenerat ion was necessary  in

June o f  1997 when the FCC re leased the Physics/ Co//ocation Investigation Final

O r d e r the FCC c lear ly  d id not forec lose the Qwest's  abi l i ty  to offer  and charge for

regeneration under appropriate circum3tarlcg5_26

7 Q. W H A T D O ES TH E FC C  A LLO W  W ITH  R ESPEC T TO  A  LEC ' S  A B IL ITY  TO

8 C H A R G E F O R  C H A N N EL  R EG EN ER A T IO N  W H EN  IT  IS  R EQ U IR ED ?

9

10

In  the Phys ical  Col /ocation Final  Order the FCC ident i f ied two s tandards  that LECs

must meet in order  to introduce a rate s tructure:

11

12

13

14

(1 )  rate structures must reflect cost-causation pr inc iples, i .e. the manner in

which cos ts  are incur red in  prov id ing expanded in terconnect ion

serv ice, and (2)  ra te s truc tures  must be unbundled to  ensure that

interconnectors are not forced to pay for  serv ices that they do not

15 n e e d . "

16 Q. D O ES Q W EST  C O M PL Y W IT H  T H E F C C ' S  ST A N D A R D S?

17

18

Qwest recognizes i ts  obl igation to prov ide the most eff ic ient means of

in terconnect ion poss ib le. This  w i l l  ensure to  the ex tent poss ib le that CLEC

25 For 93-162

26 ld.
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1 equipment is placed in such a manner as to avoid the need for channel

2 regeneration. Where channel regeneration is unavoidable, however, CLECs

3 should incur the cost of channel regeneration.

4

5

6

7

8

9

10

11

With respect to the first standard, when the distance from the physical collocation

space leased by the CLEC or from the collocated equipment to the Qwest network

is of sufficient length, regeneration is necessary. Central office space is a limited

resource that is used by Qwest and CLECs alike. When central office space

becomes extremely scarce, Qwest and the CLECs may find it necessary to locate

equipment in more distant locations. When this is the case, channel regeneration

may be required. When a CLEC finds it necessary to locate its physical collocation

at a distance from Qwest's network such that channel regeneration is required, the

12 CLEC, as the cost causer, should compensate Qwest for channel regeneration.

13

14

15

With respect to the second standard, Qwest has unbundled the charge for channel

regeneration so that the CLEC will be charged only when channel regeneration is

required. In this way, CLECs will not be forced to pay for services that they do not

need.16

17 IV. CONCLUSION

18 Q. DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?

27 ld.
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1 A. Yes it does.
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Collocation Cancellation Policy

March 9, 2001

Due to changing economic conditions and revisions of Co-Providers' network strategies, Qwest is
distributing the following policy for the cancellation of collocation sites. This policy is a revision of the
cancellation policy dated January 17, 2001. The policy was revised based on comments and suggestions
from the industry. As previously indicated in the cancellation policy, this service is available beginning
March 15, 2001. Qwest Communications reserves the right to modify this, and any other collocation
policy, as necessary.

This policy addresses the applicable requirements for the cancellation of a collocation site request under
construction. This policy is available to all Co-Providers regardless of whether collocation cancellation is
specifically addressed in the Co-Provider's Interconnection Agreement. If terms and conditions for
collocation cancellation are included in the Co-Provider's Interconnection Agreement, and those terms
differ from those set forth in this policy, then the terms of the Interconnection Agreement will prevail.

Cancellation, for purposes of this policy, applies to all collocation sites which are under construction and
that the Co-Provider has not received notification of completion from Qwest. A cancellation can occur
by the result of a Co-Provider request or due to expiration. Expiration of a collocation request occurs
where the Co-Provider fails to take the following action:

1. Accept the quote and pay the initial 50% by the 30-day quote acceptance timeframe.

Cancellation Overview

1) Cancellation is offered for Caged Collocation, Careless Collocation, Virtual Collocation, and ICDF
Collocation.

2) The following describes the two scenarios for which a collocation request will be considered eligible
to be cancelled:

a) Quote is not accepted by the Co-Provider or the quote expires.
i) If the original collocation request is cancelled prior to quote acceptance or due to expiration

of the quote, the following payments will be owed to Qwest:

Payments owed to Owest by the vacating Co-Provider for the original collocation request:
Quote Preparation Fee (QPF) for original collocation request•

Cancellation Charges
• Please see rate elements and additional terms and conditions contained in this document.

b) After quote acceptances, but prior to notification of completion, a cancellation may be requested.

1 Quote acceptance is defined as the receipt of the first 50% payment and written acceptance of the quote.

1
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i) If the original collocation request is cancelled after quote acceptance, but prior to notification
of completion, the following payments will be owed to Qwest:

2
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•

•

Pavntents owed to Qwest by the vacating Co-Provider for the original collocation request:
QPF payment associated with the original order (if applicable)
Cost associated with completed element installation

Cancellation Charges
Please see rate elements and additional terms and conditions contained in this document•

Cancellation Terms and Conditions

1) The Co~Provider must submit its Cancellation Request to a Qwest Account Representative via
certified mail. A completed Cancellation Order Form must be sent accompanied by a written request
(Letter of Authorization) on company letterhead, and must be signed by an authorized Co-Provider
agent.

a) Once the cancellation request, appropriate documentation and 100% of cancellation quote is
paid, Qwest will process the cancellation through to completion.

b) If 100% of the cancellation quote is not paid within 30 days of the quote distribution date, Qwest
will begin recurring billing for installed elements for which the Co-Provider whom submitted the
cancellation request will be liable.

2) The terns of the Co-Provider's Interconnection Agreement must contain negotiated terms and
conditions and be finalized for the type of collocation for which the cancellation is be requested.

a) If negotiations for terms and conditions have not been completed, the Co-Provider must enter
into negotiations with Qwest prior to acceptance of the Cancellation Request.

3) Upon receipt of the cancellation quote, Qwest will ceased all work with the exception of work for
which installation has already begun.

a) Qwest will assess the project status to determine the elements that are in the process of being
built. The installation of such elements will be completed and the Co-Provider billed
accordingly.

4) If a Co-Provider submits an order to cancel a collocation site that also has Splitter Collocation
associated with it, Qwest requires the splitter collocation be cancelled at the same time. Splitter
collocation will be cancelled and managed using the terms and conditions of the cancellation policy.
The Co-Provider submitting the cancellation request must indicate on the Cancellation Order Form
that splitter collocation is present and that it is to be removed.3
a) If Line sharing or Line splitting have been established, a LSR must be submitted for the services

to be removed. If they are not disconnected charges for the service and the splitter collocation
will continue to be billed and the cancellation request will not be processed.

b) Prior to disconnecting the line sharing or line splitting, the Co-Provider must notify any
partnering Co-Providers of the discontinuation of service.
The Co-Provider must submit a letter of notification at the time that the order form is submitted.c)

2 Elements of work in progress (i.e. cage enclosure, bay space, racking, power or termination wiring, blocks, etc) for
which installation has started will be charged in full.
3 If the Co-Provider requires the removal of a CLEC to CLEC or Splitter Collocation separate from the cancellation
of a collocation site, they must submit an application for augmentation to do so.

3
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d) Charges associated with the disconnection of these services, are in addition to the costs of
canceling the collocation site and will be billed independently of the cancellation request.

5) If a Co-Provider submits an order to cancel a collocation site that also has a CLEC to CLEC. Qwest
requires the CLEC to CLEC- Direct Connect be cancelled at the same time. CLEC to CLEC __ Direct
Connect will be cancelled and managed using the terms and conditions of the cancellation policy.
a) In the case of CLEC to CLEC - Direct Connect, the Co-Provider submitting the cancellation

request must:
i) Submit a Letter of Authorization signed by both the canceling Co-Provider and its partnering

Co-Provider that authorizes Qwest to disconnect or stop the installation of the CLEC to
CLEC .- Direct Connect.
(1) If a copy of the required Letter of Authorization is not attached to the cancellation

request, Qwest will not accept the application.
ii) Indicate on the Cancellation Order Form that the CLEC to CLEC - Direct Connect must be

removed.
(1) If the CLEC to CLEC .- Direct Connect is not indicated to be removed recurring billing

will continue and an augment order will need to be submitted independently. (Please see
CLEC to CLEC Policy for additional CLEC to CLEC terms and requirements)

6) Qwest will prepare a cancellation quote and bill to be distributed to the Co-Provider within 30 days
from the submission of the cancellation application and required documentation. Payment of
cancellation bill is due within 30 days of quote date.
a) If payment is not made within 30 days of the cancellation quote:

i) Co-Provider's account to is subject to all remedies associated with Qwest's collection
process.

ii) Recurring charges for the installed elements (if applicable) will be billed until payment for
cancellation is made.

iii) Upon Payment Qwest will complete the cancellation request and stop the billing of the
recurring charges for the installed elements.

iv) Prior to Qwest accepting another collocation application from the Co-Provider, all
outstanding financial obligations for all of the Co-Provider's collocation jobs, must be paid
to Qwest.

Potential Collocation Payments owed to Owest by the relinquishing Co-Provider:
100% of all incurred recurring charges
100% of all incurred non-recurring charges
All associated cancellation charges

•

•

•

7) Upon cancellation, the Co-Provider owned materials utilized in building the collocation site would
not be returned unless the Co-Provider requests removals in writing.

•

4 If the Co-Provider requests that the cabling and fencing that it owns be removed, Qwest will add charges for the
removal of these items to the cancellation quote.

If the equipment cable was procured by Qwest, per the Co-Provider's application:
But not installed: Qwest will reuse it when possible for future requests.
If installation has begun and the Co-Provider requests the cable be returned, Qwest will mine out the cable
and return it to the Co-Provider.

If the cable has been procured by the Co-Provider and not installed, the cable will be returned.

•

•

4
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8) Space returned to Qwest's control is used to meet Qwest's valid space requirements, as well as,
offered to other requesting Co-Providers on a first-come first-serve basis and will be available for up
to 1 year after the cancellation.

a) The reusable elements of the vacated collocation site can be utilized by a new Co-Provider, but
the site is provided "as is" after the cancellation process has been completed.

i) If a new Co-Provider chooses to lease the relinquished space:

(1) Qwest will bill the new Co-Provider the vacating Co-Provider's non-recurring rates for
the reusable elements. However, the recurring charges will be billed based on the new
Co-Provider's Interconnection rates for the reusable elements.

(2) Additional elements required ro complete the new Co-Provider's requests to modify the
acquired (vacated) site will be quoted based on the new Co-Provider's Interconnection
Agreements

ii) The Vacating Co-Provider will be reimbursed for the reusable elements of the vacated
collocation site for up to l year after cancellation.

(1) Reimbursement of the reusable elements will occur after the new Co-Provider accepts
the collocation site, based on its submitted collocation request, and a 100% payment is
made to Qwest.

(a) Any payment associated with reimbursement to the vacated Co-Provider will first be
applied to any debt owed to Qwest Communications with the remaining balance paid
to the vacated Co-Provider.

9) The vacating Co-Provider has 60 calendar days from the time it submits its request for cancellation to
remove its equipment, or Qwest will send notification the Co-Provider that the equipment is
considered abandoned.

a) Upon receiving notification of abandonment from Qwest, the vacating Co-Provider will have 15
calendar days to notify Qwest that the equipment is not abandoned. The Co-Provider will then
have additional 15 calendar days to remove their equipment for it not to be considered
abandoned.

b) Qwest will review the Co-Provider's responses and assess if the equipment has been abandoned.
If abandoned, Qwest will send final notification and bill to the Co-Provider for the labor charges
associated with the removal of the abandoned equipment. Qwest will then dispose of the
abandoned equipment.

c) In the case of Virtual Collocation, Qwest will automatically remove all equipment within 60 days
and return it to the Co-Provider. An additional charge will be assessed and billed for the removal
of the Co-Provider' s equipment.

10) The vacated Co-Provider must relinquish security access, if they do not currently lease another
collocation site at the vacated Central Office. A New Co-Provider must submit its request for
security access utilizing Qwest procedures.

ll) Space returned to Qwest is not subject to a Change of Responsibility request.

5
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Cancellation Rate Elements

Pavments owed ro Owest by the vacating Co-Provider for the original collocation request:
1) QPF payment associated with the original order (if outstanding)
2) Cost associated with completed element installation (if outstanding)
3) Cancellation Assessment Fee

a) Nonrecurring
b) Covers the cost of engineering analysis of site completion and reusable elements, Cancellation

quote preparation, coordination of vendors, and supporting documentation.
4) Network Systems Administrative Fee (if applicable)5

a) Nonrecurring
b) Covers the costs associated with updating Network systems to note reusable elements.

5) Labor Charges (if applicable)6

. . . .  7
Charges ro new Co-Provzder for assuming a cancelled eolloeatzon site :

1) Network System Administrative Fee
H) Nonrecuning
b) Covers the costs associated with updating Network systems to transfer reusable elements to a

new Co-Provider.
2) Billing Administration Fee

a) Nonrecurring
b) Fee is applied to the record and database management activities performed by Qwest for the

reimbursement of capital investments relating to payments owed by a new Co-Provider to a
vacating Co-Provider for the use of a cancelled collocation site's previously paid and reusable
elements.

3) Charges associated with reusable elements
a) Nonrecurring charges will be based on the vacating Co-Provider's Interconnection Agreement

and quoted amounts.
b) Recuning charges will be billed based on the new Co-Provider's Interconnection Agreement.

•

5 Network System Administrative Fee will not be charged if the collocation build has not reached the installation
stage, or if none of the elements installed are reusable.
6 If the Co-Provider requests that the cabling and fencing that it owns be removed, Qwest will add charges for the
removal of these items to the cancellation quote.

If the equipment cable was procured by Qwest, per the Co-Provider's application:
But not installed: Qwest will reuse it when possible for future requests.
If installation has begun and the Co-Provider requests the cable be returned, Qwest will mine out the cable
and return it to the Co-Provider.

If the cable has been procured by the Co-Provider and not installed, the cable will be returned.

•

7 In order to assume a cancelled collocation site and its reusable elements, the new assuming Co-Provider must
establish the site to be functional, in a reasonable amount of time, for the purpose of Interconnection or access to
Unbundled Network Elements. This will generally require that additional elements be ordered.
8 Reimbursement of the vacating Co-Provider's payments for reusable elements will be managed by Qwest and
supplied to the vacating Co-Provider once the new Co-Provider has received completion notification of its request
and Qwest has received full payment for the requested collocation site.

6
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Collocation Change of Responsibility Policy

March 9, 2001

Due to changing economic conditions and revisions of Co-Providers' network strategies,
Qwest is distributing the following policy for the transfer of a collocation site from one
Co-Provider to another Co-Provider. Qwest refers to this policy and associated processes
as a Change of Responsibility. This policy announcement is a revision of the Change of
Responsibility policy dated January 16, 2001. This policy was revised based on
comments and suggestions from the industry. As previously indicated in the previous
Change of Responsibility notification, this service is available beginning March 15, 2001 .
Qwest Communications reserves the right to modify this, and any other collocation
policy, as necessary.

This policy addresses the applicable requirements for a Co-Provider to submit an order to
transfer the lease of its collocation site to another Co-Provider. This policy is available to
all Co-Providers regardless of whether collocation change of responsibility is specifically
addressed in the Co-Provider's Interconnection Agreement. If terms and conditions for
collocation change of responsibility are included in the Co-Provider's Interconnection
Agreement, and those terms differ from those set forth in this policy, then the terns of the
Interconnection Agreement will prevail.

Change of Responsibility, for the purpose of this policy, refers to the authorized transfer
of a leased collocation space and its associated payment obligations from one Co-
Provider to another Co-Provider with a commission approved Interconnection
Agreement. However, this policy does not address the transfer of collocation sites, which
are part of a network and have active end-users, nor does it address requirements if two
Co-Providers merge their corporations. Two options for a Change of Responsibility are
available:

•

1) Cancel lation Avoidance Request (CAR)
A Cancellation Avoidance Request (CAR) permits a Co-Provider to stop work on
a collocation site in progress, as well as, transfer the responsibility of the
collocation site to a new Co-Provider in good standing, who agrees to take on the
legal and financial responsibilities of occupying the collocation site.
CAR is submitted in lieu of a Cancellation Request.•

•

2) Decommission Avoidance Request (DAR)
A Decommission Avoidance Request (DAR) pennies a Co-Provider to vacate and
transfer responsibility for a completed collocation site to another commission
approved Co-Provider who is in good standing with Qwest. The Co-Provider to
whom the collocation is being transferred to agrees to take on the legal and
financial responsibilities of the collocation site.
DAR is submitted in lieu of a Decommission Request.•

1
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Change of Responsibility Terms and Conditions

Cancellation Avoidance Request (CAR) Terms and Conditions

A Cancellation Avoidance Request can be requested if:

1) Qwest has not completed the construction of the collocation site as indicated by
Qwest's distribution of notification of completion.

2) A collocation site has been accepted through the quote acceptance] procedures, but is
prior to notification of completion.
a) Any financial obligations owed to Qwest for the collocation site must be paid in

full .
3) Qwest has not taken action to cancel an order due to expiration.

a) Expiration is defined as an existing collocation request that terminates by lack of
customer action.
i ) To avoid cancellation the following actions must be taken by the Co-Provider

prior to expiration :
(1) Accept the quote and pay the initial 50% and QPF (if applicable), in

accordance with the 30 day quote acceptance time frame or as specified in
the Co-Provider's Interconnection Agreement.

4) A Cancellation Avoidance Request is not permitted if the Co-Provider has previously
submitted a cancellation request or its original collocation order has expired.

5) All general terms and requirements associated with a Change of Responsibility have
been complied to and met.

Cancellation Avoidance Request (CAR) Charges

Payments Owed to Qwest by the Vacating Co-Provider

Financial obligations for the original collocation request:
1) Quote Preparation Fee (QPF) (if applicable)
2) Charges associated with the constructed elements of the original collocation

request.

Change of Responsibility - CAR Rate Elements:
1) CAR Assessment Fee

• Nonrecurring

1 Quote acceptance is defined as the receipt of the first 50% payment and written acceptance of the quote.
2 Elements for which construction is in progress will be charged in full.

2
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•

•

•

Fee assessed applies to the project, order and support management associated
with the administrative function of processing the Change of Responsibility
application and request.

2) Entrance Facility Splice Removal
Nonrecurring
Charges associated with the removal of the splice at the POI, which is required
per the terms and conditions of the Change of Responsibility policy.

3) Temporary Power Down
Nonrecurring
Charges associated with removal of the BDFB fuse to temporarily down
power.

•

•

Payments Owed to Qwest by the Assuming (New) Co-Provider

•

•

•

•

Change of Responsibility - CAR Rate Elements:
1) Network Administration Fee

Nonrecurring
Covers the cost associated with updating Network systems to transfer reusable
elements to the new Co-Provider.

2) Security Charges (if app1icab1e)3
Nonrecurring
This charge applies to the keys/cards and card readers required for Co-
Provider access to the Qwest Premise for the purpose of collocation.

3) Restoration of Temporary Power Down
Nonrecurring
Charges associated with the restoration of the BDFB fuse that has temporarily
been powered down while Change of Responsibility requirements were met.

•

•

Decommission Avoidance Request (DAR) Terms and Conditions

A Decommission Avoidance Request can be requested only if:

2)

1) The collocation site's construction has been completed and Qwest has sent
notification of completion.
A11 financial obligations of the specific site are paid in full, including payment of the
initial and final 50% owed on all applicable recurring charges.

3) Qwest has not taken action to decommission an order due to expiration.
a) Expiration is defined as an existing collocation request that is terminated by lack

of customer action.

3 Additional secunlty charges will not be applied if the assuming (new) Co-Provider already possesses the
number of access cards they require to maintain or modify the collocation site.

3
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i) To avoid decommissioning a Co-Provider must take the following actions
prior to expiration of the collocation request:
(1) Accept the quote and pay the initial 50% by the 30-day quote acceptance

timeframe (if terms of a Co-Provider's Interconnection Agreement differ,
the Interconnection Agreement's terns are applied).

(2) Payment of the final 50% must be made within 30 days of the Ready for
Service (RFS) date (if terms of a Co-Provider's Interconnection
Agreement differ, the Interconnection Agreement's terms are applied).

4) Co-Provider has not previously submitted a decommissioning request.

Decommission Avoidance Request (DAR) Charges

Payments Owed to Qwest by the Vacating Co-Provider

Financial obligations for the original collocation request:
1) Quote Preparation Fee (QPF) (if applicable)
2) First 50% of quoted charges
3) Final 50% of quoted charges
4) A11 applicable recuning charges

•

•

•

•

Change of Responsibility - DAR Rate Elements
1) DAR Assessment Fee

Nomecuning
Fee assessed applies to the project, order and support management associated
with the administrative function of processing the Change of Responsibility
application and request.

2) Entrance Facility Splice Removal
Nonrecurring
Charges associated with the removal of the splice at the POI, which is
required per the terms and conditions of the Change of Responsibility policy.

3) Temporary Power Down
Nonrecurring
Charges associated with removal of the BDFB fuse to temporarily down
power.

•

•

Payments Owed to Qwest by the Assuming (New) C0-Provider

Change of Responsibility - DAR Rate Elements:
1) Network Administration Fee

Nonrecurring
Covers the cost associated with updating Network systems to transfer reusable
elements to the new Co-Provider.

•

•

4
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•

•

2) Security Charges (if app1icable)4
Nonrecurring
This charge applies to the keys/cards and card readers required for Co-
Provider access to the Qwest Premise for the purpose of collocation.

3) Restoration of Temporary Power Down
Nonrecurring
Charges associated with the restoration of the BDFB fuse that has temporarily
been powered down while Change of Responsibility requirements were met.

•

•

Change of Responsibility General Terms and Conditions

1) Change of Responsibility is offered for Caged, Careless and Virtual Collocation.
2) 100% of the Co-Provider's preexisting financial obligations must be met prior to a

Change of Responsibility space investigation request or transfer application being
accepted by Qwest.

3) The Co-Provider to whom the collocation site is being transferred, must be in good
financial standing and have a commission approved Interconnection Agreement with
Qwest.
a) The terms of the Co-Provider's Interconnection Agreement to whom the

collocation site is being transferred must have been negotiated with Qwest for the
type of collocation for which it is accepting responsibility.
i) If the terms and conditions for the specific collocation type are not included in

the Interconnection Agreement, the Co-Provider must begin negotiation of its
Interconnection Agreement with Qwest prior to the completion of the Change
of Responsibility.

4) A submitted Change of Responsibility request is for the transfer of a collocation site,
which includes all elements that exist as part of the collocations site at the time the
Change of Responsibility request is submitted.
a) If a Co-Provider submits a Change of Responsibility request for a collocation site

that also has a Splitter Collocation associated with it, for the purposes of the
Change of Responsibility policy, Qwest considers this a part of the original
collocation site and the Splitter Collocation must also be transferred with the
leasing rights of the original collocation site.

4 Additional security charges will not be applied if the assuming (new) Co-Provider already possesses the
:number of access cards they require to maintain or modify the collocation site.
> If an augment to the collocation site was requested prior to the submission of the Change of
Responsibility request, Qwest will complete the installation of the service or element(s) if installation is in
progress. Qwest will then require the Co-Provider meet 100% of the financial responsibilities for these
elements or services, and if applicable, require the Co-Provider to transfer the elements with die original
elements installed as part of the collocation site. If the quote has not yet been accepted and the installation
of the services/elements has begun, Qwest will bill the Co-Provider the appropriate charge for Engineering
Analysis and Quote preparation. The collocation augmentation will then be permitted to expire.

5
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b) Qwest, however, requires the following elements and services be removed
(disconnected) prior to Qwest accepting the Change of Responsibility-DAR
application request and CAR space investigation request:

• CLEC to CLEC
• Unbundled Network Elements
• Finished Services
• Administrative Lines
• Entrance Facilities
• Line Sharing
• Line Splitting

c) Prior to submitting orders to disconnect Unbundled Network Elements, CLEC to
CLEC, administrative lines, finished services, line splitting and line sharing, the
vacating Co-Provider must notify all end users and partnering Co-Providers of the
discontinuance of service.
i) A copy of the notification letter must be sent to Qwest prior to Qwest

accepting the: I
(1) Cancellation Avoidance Request (CAR) space investigation request.
(2) Decommission Avoidance Request (DAR) Change of Responsibility

transfer application.
ii) For a CLEC to CLEC - Direct Connect arrangement, the vacating Co- .

Provider must submit a Letter of Authorization from the owner of the
equipment cable authorizing Qwest to remove the equipment cable. Removal
charges will be applied accordingly.

iii) All charges associated with the disconnection of these services, with the
exception of CLEC to CLEC - Direct Connects, are in addition to the costs of
transferred the collocation site and will be billed independently of the Change
Responsibility request.

d) If a Co-Provider submits and Qwest accepts a Change of Responsibility space
investigation request for a Cancellation Avoidance Request, Qwest will stop
construction, at which time the site is subject to Qwest's cancellation policy if the
transfer of collocation space is not successful.

e) If a Co-Provider submits and Qwest accepts a Change of Responsibility space
investigation request for a Change of Responsibility transfer application for a
Decommission Avoidance Request, the vacating Co-Provider is obligated to pay
all recurring charges until the Change of Responsibility is complete and leasing
responsibilities are transferred.

6 To reduce removal expenses for both the vacating Co-Provider, partnering Co-Provider and Qwest for the
purpose of the Change of Responsibility policy, Qwest will retain the Co-Provider's equipment cable in
exchange for the costs of removal.

If the Co-Provider requests that the cabling be removed, Qwest will add charges for the removal of this
item to the vacating Co-Provider's Change of Responsibility quote.
• Requests for CLEC to CLEC - Direct Connect cable removal must be received at the time of the

space inquiry request.

•
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5) Upon receipt of payment of the quote for Change of Responsibility, Qwest will
automatically pull the fuse to temporarily down power and remove Entrance Facility
splice at the POI for the purposes of completing the Change of Responsibility order.

6) If a Co-Provider chooses to submit a Change of Responsibility space investigation
request, the Co-Provider authorizes Qwest to release information about the
collocation site and the Co-Provider's contact information to potentially interested
parties on Qwest's queue lists.

7) The Co-Provider must submit itsChange of Responsibility space investigation
request and transfer application request to a Qwest Account Representative via
certified mail. A completed Cancellation Order Form must be sent accompanied by a
written request (Letter of Authorization) on company letterhead, and must be signed
by an authorized Co-Provider agent.

8) The following information refers to the high level processes and associated policy
requirements used in managing a Co-Provider's Change of Responsibility space
investigation request. For more detailed information remading the procedures used,
please see Qwest's website at www.qwest.com.
a) Upon receipt of a Co-Provider's Change of Responsibility space investigation

request and the appropriate documentation, the following actions will occur:
i) Qwest will review the Central Office queue list for which the Change of

Responsibility space investigation was requested:
(1) If Co-Providers are in queue that require the same type of collocation,

Qwest will notify the Co-Provider in queue that the vacating Co-Provider
is offering to transfer its collocation space. The following information
will be provided :
(a) Collocation specifications (i.e. quantities of elements installed,

collocation site size, etc.).
(b) Change of Responsibility quotes (Indicates the payments owed to

Qwest for the management of the Change of Responsibility Request).
(c) Vacating Co-Provider's contact information*

Name of contact person
Telephone number of contact person

*Qwest will not distribute the vacating Co-Provider's corporation
name in the continued support of safe harbor requirements.

ii) All interested Co-Providers shall directly contact the vacating Co-Provider to
begin negotiations for the available space.
(1) Negotiation of the terms and conditions between the vacating Co-Provider

and the new Co-Provider be the responsibility of the two parties. Qwest
does not participate in these discussions nor have any responsibility or
liability for the management of the transfer of the collocation site, nor for
any terms and conditions negotiated by the Co-Providers beyond those
stated in the Change of Responsibility Policy.

iii) If there are no Co-Provider's in queue, the vacating Co-Provider will be
notified.

•

•
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(1) At any time before, during or after the space investigation process, the
vacating Co-Provider may choose to identify a Co-Provider who has
interest in the collocation site. Any discussions held and/or agreements
made are at the sole discretion of the vacating Co-Provider.

iv) If the vacating Co-Provider was not able to reach an agreement with a Co-
Provider in queue or another interested Co-Provider within 40 days from the
submission of the Change of Responsibility request, one of the following will
apply:
(1) If the Change of Responsibility space investigation request was for a

Cancellation Avoidance Request (CAR) and no agreement was reached,
the collocation site will revert to cancelled status and be subject to
Qwest's cancellation procedures.

(2) If a Change of Responsibility was a Decommission Avoidance Request
(DAR) and there was no agreement reached, the collocation would remain
active and the original Co-Provider would retain legal and financial
responsibilities for the collocation site.

9) The following refers to the high level processes and associated policy requirements
used in managing a Co-Provider's Change of Responsibility transfer application
submission. For more detailed information regarding the procedures used, please see
Qwest's website at www.qwest.com.
a) Once an agreement has been reached between the vacating Co-Provider and the

new (assuming) Co-Provider, the vacating Co-Provider must fill in the Change of
Responsibility Submission of Agreement section of the Order From and resubmit
the application. The vacating Co-Provider must also submit all supporting
documentation (indicated in this policy) that is required to be submitted along
with the resubmitted application.
i) The resubmitted application and supporting documents must be received no

later than 40 days after Qwest receives and accepts the initial Change of
Responsibility application.

ii) Required supporting documentation may include:
(1) Letter of Authorization from the vacating Co-Provider indicating

agreement with the terms and conditions of Qwest's Change of
Responsibility policy, and approval for Qwest to proceed with the required
steps to support the requested Change of Responsibility request.

(2) A copy or copies of the Letter of Notification to any end-users and
collocation partners indicating the discontinuance of services relating to
the collocation space, Unbundled Network Elements, CLEC to CLEC,
administrative lines, finished services, line sharing and line splitting.

(3) Letter of Authorization indicating the vacating Co-Provider and the new
Co-Provider have reached an agreement and authorize Qwest to proceed
with the Change of Responsibility transfer request within the terms of the
Change of Responsibility policy.

b) Upon receipt of the Change of Responsibility transfer application and supporting
documentation, Qwest reviews the documentation and validates its accuracy. In

8
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addition, Qwest verifies that 100% of the vacating and assuming Co-Provider's
financial obligations with Qwest have been met prior to or at the time of
application submission.

c) Upon positive verification of the financial and documentation obligations, Qwest
will proceed with the transfer.

d) The Change of Responsibility is considered complete when:
i) Network record changes are complete.
ii) Billing is transferred to the new Co-Provider.
iii) Appropriate documentation (as indicated in the Change of Responsibility

policy) has been received by Qwest.
iv) Notification of completion has been sent to the new Co-Provider.

e) Upon completion of the Change of Responsibility, the new Co-Provider will be
assessed ongoing and future charges for the collocation site based on the terms
and conditions of its Interconnection Agreement.

10) Unless a shorter interval is agreed upon between the two Co-Providers, the vacating
Co-Provider has 60 calendar days from the time they submit the Change of
Responsibility Request to remove its equipment, or Qwest will send notification to
the Co-Provider that the equipment is considered abandoned.
a) Upon receiving notification of abandonment from Qwest, the vacating Co-

Provider will have 15 calendar days to notify Qwest that the equipment is not
abandoned. The Co-Provider will then have additional 15 calendar days to remove
their equipment for it not to be considered abandoned.

b) Qwest will review the Co-Provider's responses and assess if the equipment has
been abandoned. If abandoned, Qwest will send final notification and bill to the
Co-Provider for the labor charges associated with the removal of the abandoned
equipment. Qwest will then dispose of the abandoned equipment.

c) In the case of Virtual Collocation, Qwest will automatically remove all equipment
within 60 days and return it to the Co-Provider. An additional charge will be
assessed and billed for the removal of the Co-Provider's equipment.

ll) Once the collocation site has been transferred, the new Co-Provider may modify the
collocation site by submitting augment orders .
a) Types of augment orders that may need immediate consideration are:

i) Entrance Facility requirements
ii) Finished Services or Unbundled Network Elements
iii) Power Requirements

b) Charges for augmentations to modify transferred collocation sites will be based
upon the new Co-Provider's Interconnection Agreement.

12) The vacated Co-Provider must relinquish security access, if they do not currently
lease another collocation site at the vacated Central Cffice. New Co-Providers
without sufficient or existing access to the Central Office must submit access requests
utilizing Qwest's security request procedures.

9
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Collocation Decommissioning Policy

March 9, 2001

Due to changing economic conditions and revisions of Co-Providers' network strategies, Qwest is
distributing the following policy for the decommissioning of collocation sites. This policy is a
revision of the decommissioning policy dated January 17, 2001. The policy was revised based
on comments and suggestions from the industry. As previously indicated in the decommission
policy, this service is available beginning March 15, 2001. Qwest Communications reserves the
right to modify this, and any other collocation policy, as necessary.

This policy addresses the applicable requirements for a Co-Provider to submit an order to
decommission a completed collocation site for which Qwest has sent notification of completion.
This policy is available to all Co-Providers regardless of whether collocation decommissioning is
specifically addressed in the Co-Provider's Interconnection Agreement. If terms and conditions
for collocation decommissioning are included in the Co-Provider's Interconnection Agreement,
and those terms differ from those set forth in this policy, then the terms of the Interconnection
Agreement will prevail.

Decommission, for the purposes of this policy, refers to the removals of a specific collocation
site, which the Co-Provider desires to be deactivated. The completion of a decommission request
and 100% payment of any outstanding financial obligations, will terminate the billing of recurring
charges for the site.

Decommission Overview

1) Decommissioning is offered for Caged Collocation, Careless Collocation, Virtual
Collocation, and ICDF Collocation.

2) The following describes when a collocation site will be considered eligible for submission of
an application for decommission:

a) Co-Provider receives a notice of completion and a 100% of financial obligations have
been met for the collocation site being requested to be decommissioned.

The financial obligations may include, but are not limited to:
QPF payment associated with the original order
First 50% of quoted charges
Final 50% of quoted charges
All applicable recurring charges

•

•

•

•

•

1 If the Co-Provider requests that the cabling and fencing that it owns be removed, Qwest will add charges
for the removal of these items to the Decommission quote.

If the equipment cable was procured by Qwest, per the Co-Provider's application:
But not installed: Qwest will reuse it when possible for future requests.
If installation has begun and the Co-Provider requests the cable be returned, Qwest will mine
out the cable and return it to the Co-Provider.

If the cable has been procured by the Co-Provider and not installed, the cable will be returned.

c

•

1
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Decommission Terms and Conditions

1) The Co-Provider must submit its Decommission Request to a Qwest Account Representative
via certified mail. A completed Decommission Order Form must be sent accompanied by a
written request (Letter of Authorization) on company letterhead, and must be signed by an
authorized Co-Provider agent.

a) A11 Unbundled Elements, CLEC to CLEC, administrative lines, finished services, line
sharing services, line splitting services or splitter collocation arrangements must be
disconnected from the collocation site to be decommissioned. If they are not
disconnected, charges for these elements will continue to be billed and the decommission
request will not be processed.
i) All charges associated with the disconnection of these services, with the exception of

splitter collocation and CLEC to CLEC - Direct Connect, are in addition to the costs
of decommissioning the collocation site and will be billed independently of the
decommission request.

ii) Prior to disconnecting circuits associated with the collocation, the Co-Provider must
notify, in writing, all current end users of the discontinuance of service.

iii) A copy of the notification letter must be submitted with the decommission request or
the application will not be accepted.

iv) Once the Decommission request, appropriate documentation and 100% of
Decommission quote is paid, Qwest will process the decommission request through
to completion.

2) Terms in the Co-Provider's Interconnection Agreement must contain finalized terms and
conditions associated with the type of collocation for which the decommission is being
requested.
a) If negotiations for terms and conditions have not been completed, the Co-Provider must

enter into negotiations with Qwest prior to Qwest accepting the Decommission Request.

3) If a Co-Provider submits an order to decommission a collocation site that also has Splitter
Collocation associated with it, Qwest requires the splitter collocation be decommissioned at
the same time.

a) Splitter collocation will be decommissioned and managed using the terms and conditions
of the decommission policy. The Co-Provider submitting the decommission request must
indicate on the Decommission Order Form that splitter collocation is present and that it is
to be removed.2

4) If line sharing or line splitting have been established, a LSR must be submitted for the
services to be removed. If they are not disconnected, charges for the service and the splitter
collocation will continue to be billed arid the decommission request will not be processed.
a) Prior to disconnecting the line sharing or line splitting, the Co-Provider must notify any

partnering Co-Providers and end users of the discontinuation of service.

2 If the Co-Provider requires the removal of a CLEC to CLEC or Splitter Collocation separate from the
Decommission of a collocation site, they must submit an application for augmentation to do so.

2
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i) The Co-Provider must submit letter of notification at the time the decommission
order form is submitted.

5) If a Co-Provider submits an order to Decommission a collocation site that also has a CLEC to
CLEC arrangement, Qwest requires the CLEC to CLEC be cancelled at the same time.
CLEC to CLEC - Direct Connect will be cancelled and managed using the terms and
conditions of the decommission policy.
a) In the case of CLEC to CLEC ._ Direct Connect, the Co-Provider submitting the

decommission request must:
i) Submit a Letter of Authorization signed by both the vacating Co-Provider and the

partnering Co-Provider that authorizes Qwest to disconnect or stop the installation of
the CLEC to CLEC ._ Direct Connect.
(1) If a copy of the required Letter of Authorization is not attached to the

decommission request, Qwest will not accept the application.
ii) Indicate on the Decommission Order Form that the CLEC to CLEC - Direct Connect

must be removed. I
b) CLEC to CLEC - Cross Connect must be decommissioned using terms and conditions

specific to its product offering.

Qwest will expire the request and bill the Co-Provider the:

(1) Appropriate Assessment Fee

(2) Continue to bill the Co-Provider recurring charges for the collocation site.

7) The vacating Co-Provider is obligated to pay all recurring charges until the decommission is
completed. The decommission is considered complete when:
a) The collocation site has been powered down.
b) Collocation financial obligations for the site have been met.

i) 100% of decommission charges have been paid.
ii) 100% of outstanding non-recurring and recurring charges have been paid.
iii) Letters of Authorization and notification(s) are submitted with the application,

received via certified mail and accepted by Qwest.
8) Upon Decommissioning, the Co-Provider owned materials utilized in building the collocation

site will not be returned unless the Co-Provider requests removals in writing.

6) Qwest will prepare a Decommission quote and bill, to be distributed to the Co-Provider
within 30 days from the submission date of the Decommission application and required
documentation. Payment of Decommission bill is due within 30 days of quote date.
a) If payment is not made within 30 days of the decommission quote date:

i)

3

•

If the Co-Provider requests that the cabling and fencing that it owns be removed, Qwest will add charges
for the removal of these items to the Decommission quote.

If the equipment cable was procured by Qwest, per the Co-Provider's application:
But not installed: Qwest will reuse it when possible for future requests.
If installation has begun and the Co-Provider requests the cable be returned, Qwest will mine
out the cable and return it to the Co-Provider.

If the cable has been procured by the Co-Provider and not installed, the cable will be returned.

3
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9) The vacated Co-Provider must relinquish security access, if they do not currently lease
another collocation site at the vacated Central Office. A New Co-Provider must submit its
request for security access utilizing Qwest procedures.

10) Space returned to Qwest's control is used to meet Qwest's valid space requirements, as well
as, offered to requesting Co-Providers on a first-come first-serve basis and will be available
for up to 1 year after the decommission.

a) The reusable elements of the vacated collocation site can be utilized by a new Co-
Provider, but the site is provided "as is" after the decommission process has been
completed.

i) If a new Co-Provider chooses to lease the relinquished space:

(1) Qwest will bill the New Co-Provider the vacating Co-Provider's non-recurring
rates for the reusable elements. However, the recurring charges for reusable
elements will be billed based on the new Co-Provider's interconnection
agreement rates.

(2) Additional elements required to complete the new Co-Provider's collocation site
modification requests will be quoted based on the new Co-Provider?s
Interconnection Agreement.

ii) The Vacating Co-Provider will be reimbursed for the reusable elements of the
vacated collocation site for up to 1 year after decommission.

(1) Reimbursement of the reusable elements will occur after the decommissioned
site is timed over to a new Co-Provider and modifications (if applicable) have
been completed and a 100% payment has been made for the modifications and
assumption of the vacated sites reusable elements.

(a) Any payment associated with reimbursement to the vacated Co-Provider will
first be applied to any debt owed to Qwest communications with the
remainiNg balance paid to the vacated Co-Provider.

11) The vacating Co-Provider has 60 calendar days from the time it submits its request for
decommission to remove its equipment, or Qwest will send notification the Co-Provider that
the equipment is considered abandoned.

a) Upon receiving notification of abandonment from Qwest, the vacating Co-Provider will
have 15 calendar days to notify Qwest that the equipment is not abandoned. The Co-
Provider will then have additional 15 calendar days to remove their equipment for it not
to be considered abandoned.

b) Qwest will review the Co-Provider's responses and assess if the equipment has been
abandoned. If abandoned, Qwest will send fined notification and bill to the Co-Provider
for the labor charges associated with the removal of the abandoned equipment. Qwest
will then dispose of the abandoned equipment.
In the case of Virtual Collocation, Qwest will automatically remove all equipment within
60 days and return it to the Co-Provider. An additional charge will be assessed and billed
for the removal of the Co-Provider's equipment.

C)

12) Space returned to Qwest is not subject to a Change of Responsibility request.

4
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Rate Elements Charged for Decommissioning

Payments owed to Owest by the vacating Co-Provider for the Decommission request:

1) Network System Administrative feel
a) Nonrecurring
b) Covers the costs associated with updating Network systems to note reusable elements.

2) Labor Charges5
a) Nonrecurring
b) Covers the cost of removing Co-Provider owned equipment.

3) Decommission Assessment fee
a) Nonrecurring
b) Covers the cost of engineering analysis of site completion and reusable elements,

Decommission quote preparation, coordination of vendors, and supporting
documentation.

•

Charges ro new Co-Provider for assuming a decommissioned collocation site:
1) Network System Administrative fee

a) Nonrecurring
b) Covers the costs associated with updating Network systems to transfer reusable elements

to the new Co-Provider.
2) Security Charges (if applicable)°

a) Nonrecurring
b) This charge applies to the keys/cards and card readers, required for Co-Provider access to

the Qwest Premises for the purpose of collocation.
3) Billing Administration Fee

a) Nonrecurring
b) Fee is applied to the record and database management activities performed by Qwest for

the reimbursement of capital investments relating to payments owed by a new Co-
Provider to a vacating Co-Provider for the use of a decommissioned collocation site's
previously paid and reusable elements.

4) Charges associated with reusable elements
a) Nonrecurring charges will be based on the vacating Co-Provider's Interconnection

Agreement and quoted amounts.

4 Reimbursement of the vacating Co-Provider's payments for reusable elements will be managed by Qwest
and supplied to the vacating Co-Provider once the new Co-Provider has received completion notification of
its request and Qwest has received full payment for the requested collocation site.
5 If the Co-Provider requests that the cabling and fencing that it owns be removed, Qwest will add charges
for the removal of these items to the vacating Co-Provider's decommissioning quote.
s Additional Security charges will not be applied if the new Co-Provider already possesses the number of
access cards they require to maintain or modify the collocation site. Addition access cards can be ordered
if required at a later date.
7 Reimbursement of the vacating Co-Provider's payments for reusable elements will be managed by Qwest
and supplied to the vacating Co-Provider once the new Co-Provider has received completion notification of
its request and Qwest has received full payment for the requested collocation site.

5
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b) Recuning charges will be billed based on the new Co-Provider's Interconnection
Agreement.

6
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1 I. IDENTIFICATION OF WITNESS

Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND POSITION

WITH THE QWEST CORPORATION.

My name is Garrett y. Fleming. My business address is 1801 California

Street, Denver, Colorado. I am employed as a Senior Director in the Qwest

Policy and LaW department.

Q. HAVE YOU PREPARED AN EXHIBIT THAT PROVIDES A SUMMARY OF

YOUR EDUCATION AND WORK EXPERIENCES?

2

3

4

5

6

7

8

9

10

11

12

13

Yes. Exhibit 1 to my Rebuttal testimony provides my educational and work

experiences.

14 II. PURPOSE OF TESTIMONY

15

16

17

18

19

20

21

22

23

24

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY?

A.

A.

A.

The purpose of my testimony is to respond to the testimonies of the Staff of

the Arizona Corporation Commission (i.e., Commission), the joint

intewenors (i.e., AT&T Communications, Worldcom and XO), Sprint and z-

Tel Communications. First, I plan to comment on the following general

issues that should be considered by this Commission in determining

appropriate TELRIC rates:

1. TELRIC principles utilized to establish the costs and the rates for

unbundled network elements (i.e., UNEs),
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2

3

4

5

6

7

8

9

10

11

2. Factors considered by the FCC during the 271 review process in

evaluating the reasonableness of ILEC UNE prices,

3. Comprehensive reviews of the positions taken by other state

Commissions in their UNE cost decisions, and

4. TELRIC costs adopted by the Commission should reflect the actual

cost a company incurs to provide the service and not some

hypothetical cost that has no basis in reality.

l will also address the testimony of Mr. Ford and the Joint Interveners and

Staff's proposed switching and collocation pricing. First l will

identify changes to the prices and costs Qwest is proposing in this

proceeding.

s however,

12 Ill. REVISIONS TO QWEST COST STUDIES

13 A. General

14

15

16

17

18

19

20

21

22

23

24

25

Q. ARE YOU PROPOSING ANY CHANGES TO THE QWEST

SPONSORED COST STUDIES IN THIS PROCEEDING?

A. Yes. Various intervenor and Staff witnesses have recommended certain

changes to the Qwest sponsored cost studies that the Company will not

dispute in this proceeding. The Commission has a significant list of issues

that must be addressed in this Docket. in order to facilitate the process of

evaluating this extensive list of issues, Qwest has decided to adopt certain

of the recommendations of other parties to this proceeding. Following is a

list of those changes that Qwest will make to its models to address Staff

and intervenor concerns:

1. Qwest will use the Commission authorized rate of return that resulted

from the recent Stipulation and Order in Docket T-01051B-99-0105.
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1

2

3

4

5

6

7

8

g

10

11

2. Qwest will revise the material loading factor (i.e., Total investment

Factor or TIF) to reflect the fact that Arizona does not assess sales

taxeson the equipment the Company purchases from vendors, and

3. Qwest will propose other revisions to certain of its cost studies that

address some of the concerns raised in the testimony of the Staff and

intewenors in this proceeding.

The witness that is sponsoring each revision will address the specific

changes they propose making to studies in this proceeding. I will address

the rate of return and the TlF changes that effect many of the Company

sponsored studies.

12 B. Authorized Rate of Return

Q. WHY ARE YOU RECOMMENDING A CHANGE TO THE RATE OF

RETURN USED TO CALCULATE COSTS IN THE COMPANY

SPONSORED STUDIES?

On March 30, 2001 the Arizona Commission released its order, Decision

No. 63487 in Docket T-01051B-99-0105. This Order, which resolved all

issues in the rate case, included the adoption of a revised authorized rate of

return. l agree with Staff and the other interveners, the new authorized rate

of return should be used to calculate UNE costs and prices in this

proceeding.

13

14

15

16

17

18

19

20

21

22

23

24

25

A.

Q. WHY DID THE ORIGINAL FILING INCLUDE A RATE OF RETURN

OTHER THAN THE ONE YOU ARE NOW ADOPTING?
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1

2

3

4

5

6

The original company sponsored cost studies were filed on March 15, 2001 .

These costs were calculated using the authorized rate of return as of that

date. The Company has always supported using the authorized rate of

return to calculate costs in this proceeding and this proposed change to the

studies is consistent with that advocacy.

C. Other Proposed Study Changes

Q. IS QWEST PROPOSING TO ADOPT OTHER CHANGES IN THIS

PROCEEDING?

7

8

9

10

11

12

13

14

As previously stated, Qwest is proposing to make selected adjustments to

several of its cost studies in this proceeding. The witness sponsoring the

revision will address each of these changes in detail.

15

16

iv. OVERVIEW ISSUES

A. UNE Price Must Be Set Based on TELRIC Principals17

18

19

20

21

22

23

24

Q. WHAT ARE THE CRITICAL ISSUES THIS COMMISSION SHOULD

CONSIDER IN EVALUATING THE COST STUDIES FROM THE VARIOUS

PARTIES IN THIS PROCEEDING?

A.

A.

A.

The 1996 Telecommunications Act (Act) and subsequent FCC Orders

clearly state that the prices for unbundled network elements (UnEs) must

be determined based on the cost of providing those elements. The FCC in



Arizona Corporation Commission
Docket No. T-00000A-00-0194
Qwest Corporation
Rebuttal Testimony of Garrett Y. Fleming
Page 5, June 27, 2001

1
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5

6

7

8

its First Report and Order on Interconnection established the Total Element

Long Run Incremental Cost (TELRIC) method for determining how cost

should be determined pursuant to the Act. In its Orders granting the 271

Applications of certain Incumbent Local Exchange Carriers (lLECs), the

FCC continues tO stress the point that UNE prices must be established

based on TELNlc principles. As stated by the FCC in its Memorandum

Opinion and Order granting the SBC application to enter the long distance

market in Kansas:

9
10
11
12
13
14
15

We have previously held that we will not conduct a de novo review of a
state's pricing determinations and will reject an application only if
"basic TELRIC principles are violated or the state Commission makes
clear errors in factual findings on matters so substantial that the end
result falls outside the range that the reasonable application of
TELRIC principles would produce(.)" Para 59.

A similar or identical statement is included in every application the FCC has

approved to date. The Act, the FCC interconnection rules and all the

OrderS approving 271 applications reiterate that costs must be the basis for

setting rates for unbundled network elements. The FCC has defined

TELRIC principles that must be used to develop those costs and prices.

There can be no question that the purpose of this proceeding must be to

determine the cost for unbundled network elements using the TELRIC

pr inc ip les adopted by the FCC in  i ts  f i rs t  Repor t  and Order  on

Interconnection.

16

17

18

19

20

21

22

23

24

25

26

27

28

Q. HAVE ANY OF THE PARTIES TO THIS PROCEEDING ARGUED FOR

CONSIDERATION OF ISSUES OR ANALYSIS THAT CLEARLY ARE NOT

BASED ON THESE TELRIC PRINCIPLES?
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Yes. Several witnesses for the joint interveners have recommended that

the Commission consider a competitors ability to profitably sen/e the

residential market when establishing UNE Prices. Mr. Hydock states in his

testimony:

As discussed more fully in the testimony of Mr. Gillan, the level of

charges any Competitive Local Exchange Carrier (CLEC) would need to

pay Qwest for the rental of components of its network would not allow

CLECs to match, much less price below, Qwest for residential service.

Hydock testimony, Pg. 14

Mr. Gillan then goes on to do an analysis comparing the Qwest proposed

cost for a UNE Platform (UNE-P) to the amount of revenue a competing

LEC could anticipate recovering from three hypothetical residential

customers (Gillan Testimony Page 15). He concludes that the proposed

rates would not allow a sufficient margin to encourage CLECs to serve the

residential market.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Q. DO YOU AGREE WITH MR. GILLAN'S ANALYSIS?

A.

A.

No. For instance, he assumes that the CLEC would not provide a complete

range of services to the residential customer, such as a vertical package of

services. Mr. Gillan also assumes that the customer purchases his toll

service from another carrier further limiting the potential revenue derived

from the residential customer. In contrast, Qwest is expending significant

resources to acquire the right to offer interLATA toll services. This effort is

with the express intent of allowing the company to offer customers an

integrated line of services including long distance. Mr. Gillan's CLEC

appears to voluntarily forego this customer's long distance business settling
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instead for the minimal access charge revenues that have recently been

reduced by the FCC. Simply by deciding to enter the long distance

business, this hypothetical CLEC can significantly increase the revenues

Mr. Gillan estimates it can anticipate receiving from these customers.

Q. DO YOU HAVE ANY OTHE PROBLEMS WITH THIS ANALYSIS?

It is important to note that Mr. Gillan has focused his analysis on the

residential market. The results of a similar analysis of the business market

would produce different results. Fundamentally, Mr. Gillan's analysis is

irrelevant in determining TELRIC based prices.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

Q. WHY DO YOU SUGGEST MR. GILLAN'S ANALYSIS IS IRRELEVANT TO

THIS PROCEEDING?

The FCC has defined TELRIC principles as the means that must be

employed to set UNE prices. AT&T and other similarly situated companies

have made numerous attempts to get the FCC to recognize the validity of

different analyses that are virtually identical to the one proffered by Mr.

Gillan in this proceeding. in the Order granting SBCs 271 application in

Oklahoma the FCC had the following comments regarding pleas to consider

the profitability of CLEC entry into the residential market in evaluating

Oklahoma's UNE prices:

21
22
23
24
25
26
27
28
29

A.

A.

Parties also assert that the Oklahoma promotional rates are so high that
no competitive LEC could afford to use the UNE platform to offer local
residential service on a statewide basis. Such an argument  i s
irrelevant. (emphasis added). The Act requires that we review whether
the rates are cost-based, not whether a competitor can make a profit by
entering the market. Were we to focus on profitability, we would have to
consider the level of a state's retail rates, something which is within the
state's jurisdictiorlai authority, not the Commission's. Para 92
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2

3

In response to the Verizon application for 271 approval in Massachusetts

AT&T employed a sl ightly different approach to getting the FCC to

recognize a similar analysis. Again their efforts were rebuffed. In their

Order granting the Verizon application the FCC stated:4
5
6
7
8
9

10
11
12

We do not accept AT8tT'S contention that its ability to make a profit by
entering the Massachusetts market proves that it is not permitted an
"efficient entry," which is contrary to the Commission's pr ior
determination. AT&T's misinterpretation of the Commission's prior
holding appears to be based on its equating "efficient entry" with the
guarantee of a profit that would induce competitors to enter the market.
Para 42

Clearly the FCC does not consider analyses such as Mr. Gillan'S relevant to

the determination of UNE prices.

Q. WHAT SHOULD THIS COMMISSION CONSIDER IN SETTING UNE

PRICES?

13

14

15

16

17

18

19

20

21

22

23

The Commission must set the prices for unbundled network elements

based on the ALEC's cost to provide those elements. The costs must be

determined using the TELRIC principles established by the FCC in its First

Report and Order on Interconnection. Any other approach would be

inconsistent with the 1996 Telecommunications Act.

24 B. Principles that Should be Applied in Establishing TELRIC Prices

25

26

27

28

29

Q. WHAT FACTORS SHOULD THE COMMISSION CONSIDER IN SETTING

PROPER TELRIC RATES?

A.

A.

The Commission should apply a consistent and comprehensive approach in

establishing TELRIC rates. This approach should first focus on the model
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1

2

3

4

5

6

design and specific input recommendations of the parties to the proceeding.

Each input should be evaluated based on its merits and adherence to the

TELRIC principles set forth by the FCC. In adopting SBCs 271 application

in Kansas, the FCC made the following comments regarding the Kansas

Commission's determination of certain nonrecurring rates for

interconnection:

7
8
9

10
11
12
13

We note that the Kansas Commission modified various aspects of
SBCT's cost model inputs once in 1999 and twice in 2000, and carefully
considered and at times utilized alternative inputs from AT&T. We
commend the Kansas Commission for its commitment to forward-
looking pricing and the careful analysis it undertook in its ratemaking
dockets.

A careful consideration of the model design and inputs is at the heart of any

reasonable decision on TELRIC pricing. Every disputed input should be

evaluated independently using a comprehensive and reasoned approach.

Q. ARE THERE ANY OVERRIDING PRINCIPLES THAT THIS COMMISSION

SHOULD EMPLOY IN EVALUATING THE VARIOUS INPUTS PROPOSED

BY THE PARTIES?

14

15

16

17

18

19

20

21

22

23

24

25

26

27

A. Yes. Obviously the Commission must consider all the TELRIC principles

that were established by the FCC in its Orders.

acknowledges that there is considerable latitude in how those principles

may be applied. in determining how to apply those principles this

Commission should consider the following factors:

1. Are the recommended assumptions and inputs achievable in an

actual business environment?

However, even the FCC
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2. Would the assumptions and inputs be used by normal business in a

competitive environment when considering entering or expanding

operation in a given market?

s. Are the assumptions and inputs based on actual technologies that

are available and deployed in the market or are they based solely on

some hypothetical futuristic design or systems that have never been

deployed?

4. Are the methods and analysis used to evaluate the various inputs

consistent across all inputs?

A comprehensive and consistent approach to analyzing inputs and

assumptions is critical to arriving at reasonable conclusions regarding

inputs and assumptions.

Q. WHAT IS THE BEST MEANS TO EVALUATE WHETHER A GIVEN

AssuMpTlon OR INPUT IS REASONABLE TO USE IN DEVELOPING A

COST?

1
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A. All inputs and assumptions should be evaluated based on the economic

decisions that would be employed by a competent business in a competitive

market. What assumptions would a prudent business make in evaluating

the cost of entering a new or expanding an existing market? Prices in a

competitive market would never be driven by assumptions that would never

be used in making a rational business decision. Cost-based pricing will

never be valid if it does not comport with rational business logic.
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Q. WHAT WOULD BE THE RESULT OF BASING PRICES ON THE COSTS

OF HYPOTHETICAL NETWORK AND SYSTEM DESIGNS THAT HAVE

NEVER BEEN DEPLOYED?

Prices based on the cost of a hypothetical network or system designs that

have never actually been deployed would ultimately impact the investment

decisions of all parties in the market. Setting prices at a level below the

cost a company reasonably incurs in providing the service will ultimately

impact any company's ability to invest the capital needed to enter or expand

into a market. Investment in a market requires prices that will allow for the

recovery of that investment.
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Q. DO TELRIC PRINCIPLES REQUIRE THE USE OF FORWARD LOOKING

HYPOTHETICAL NETWORK AND SYSTEM DESIGNS THAT IGNORE

THE COST A COMPANY ACTUALLY INCURS IN PROVIDING A

SERVICE?

A.

A.

No. The FCC in its First Report and Order defined TELRIC as a cost that is

similar to the costs an ILEC actually incurs in providing a service or facility.

AT&T acknowledge this fact in its brief before the Supreme Court of the

United States in AT&T Corp., v. Iowa Utilities Board, et al. In a prior

decision in that case, the Eighth Circuit Court ruled that the FCC rule 47

C.F.R. Section 51.505(b)(1), requiring that cost be based on the "most

efficient" technology currently available, was a contrary to the provisions of

the 1996 Telecommunications Act. In making that determination the Eighth

Circuit Court asserted that the Act required that UNE prices must be set

based on the actual cost an ILEC incurs in providing the facilities not some

hypothetical cost determined by regulators. In its Brief before the Supreme
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1

2

Court, AT&T argued that TELRIC does reflect the actual costs a LEC incurs

in providing its facilities. As stated by AT&T:

3
4
5
6
7
8
9

10
11
12
13
14
15

...the FCC's TELRIC regulation would be valid even if the Eighth Circuit
were correct that Section 252(d)(1) requires rates to be set based on the
LEC's cost of providing their "actual" facilities. The FCC repeatedly
found that TELRIC determines the "economic costs" of incumbent LECs
in providing their faeilities.....lt found that TELRIC will result in prices
that" most closely resembles the incremental costs that LECs actually
incur in making network elements available to competitors," and that it
"should facilitate competition on a reasonable and efficient basis" by
allowing new entrants to use essential facilities "based on costs similar
to those incurred by the incumbants"...ld. (Para) 679, 685....TELRlC
simply was not intended to do anything other than measure a LEC's cost
of providing its "actual facilities". (Page 28)

16

17

18

19

20

21

22

23

24

25

26

This Commission is charged with the task of setting the prices for the

unbundled network elements that Qwest offers to other LECs. These prices

must be set at the cost of providing the service. The costs must be

determined based on the TELRIC principles established by the FCC.

Those prices must reflect the costs Qwest can reasonably anticipate

incurring to provide those services if it acts in an efficient manner. Prices

set below this level will discourage future investment in the network. Prices

set above this level will inhibit competition. It is the responsibility of this

Commission to insure that  the rates i t  sets balances these two

considerations.

27 v. THE FCC ANALYSIS OF TELRIC PRICING

28 A. Mr. Ford's Two-Part Standard for Setting UNE Prices

29

30 Q. HAVE YOU READ MR. FORD'S TESTIMONY IN THIS PROCEEDING?
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Yes. Mr. Ford argues that the Act establishes two standards for setting

UNE prices. First, and foremost, "prices must be set at costs", using

TELRIC principles defined by the FCC. The second test involves setting

prices at a level that is "conducive to competitive entry." (Pg. 8) Mr. Ford

acknowledges that the first priority is to set prices at TELRIC, however, he

then states that TELRIC can, "at best", provide a range for setting prices.

Once this range is established, Mr. Ford argues that prices should be set

at the lower end of this range in order to be "conducive to competition."

Q. DOES THE ACT REQUIRE THE TWO STANDARDS FOR PRICING

IDENTIFIED BY MR. FORD IN HIS TESTIMONY?

No. Section 252(d) of the Act sets the standards for setting the prices for

unbundled network elements. This Section of the Act requires prices to be

set at "costs" which can include a "reasonable profit." There is no

requirement in this Section of the Act that requires that UNE prices be set at

a minimal level to foster competition.

Q. TO YOUR KNOWLEDGE HAS THE FCC EVER PROPOSED MR. FORD'S

TWO-PART STANDARD FOR SETrlNG TELRIC PRICES?
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A.

A.

A.

No. The FCC set the TELRIC standard with the express intent of meeting

the goals set forth in the Act. TELRIC is, by definition, the cost that an

efficient provider incurs in providing its services. The FCC in its First Report

and Order established this standard as a means of both promoting

competition in the market and encouraging investment in new technologies.

As stated by the FCC:
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g

10
11
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"We, therefore, conclude that the forward-looking pricing methodology for
interconnection and unbundled network elements be based on costs that assure
wire centers will be placed at the incumbent LECs current wire center locations,

but that the reconstructed local network will employ the most efficient technology
for reasonably foreseeable capacity requirements"

"This benchmark of forward-looking cost and existing network design most
closely represents the incremental cost that incumbents actually expect to incur
in making network elements available to new entrants. Moreover, this approach

encourages facilities-based competition to the extent that new entrants, by
designing more efficient network configurations are able to provide the service at

a lower cost than the incumbent LEC." Para 695

In other words TELRIC was, by design, developed to promote competition

while meeting the dual purpose of encouraging the rapid deployment of new

technologies. Mr. Ford is in essence proposing a new standard. Under Mr.

Ford's two-part test, prices would be set at the lowest potential cost an

efficient firm would incur in providing access to its facilities. It would be

hard to argue that this new standard would promote investment in new

networks by anyone.
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Q. HAS THE FCC USED MR. FORD'S MINIMAL TELRIC STANDARD IN

REVIEWING ILEC'S 271 APPLICATIONS?

A. No. In fact, it appears that Mr. Ford's minimal TELRIC standard is in direct

conflict with the FCC's deliberations on various 271 applications. In all of

the Orders l have reviewed, the FCC has taken the approach that the

proper development of a TELRIC price requires a comprehensive and

reasoned evaluation of all the assumptions and inputs recommended

various parties. To my knowledge, the FCC has never rejected a 271

Application due to the fact that UNE prices were not set at the bare
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1

2

minimum of the TELRIC range. In adopting the SWBT 271 application in

Oklahoma the FCC stated:

3
4
5
6
7
8
9

10
11

We also reject AT&T's argument that because the cost models SWBT
provided for Kansas and Oklahoma were nearly identical, the fact that
the resulting rates are significantly different suggests that the Kansas
and Oklahoma recurring UNE rates cannot both be consistent with
TELRIC. The Act requires that UNE rates be just and reasonable, and
in other contents, we have determined that standard to mean that any of
a number of inputs or results from within a certain range would be
appropriate.

12

13

14

15

16

17

18

l g

20

The FCC could have never reached this conclusion by adhering to the two-

part standard Mr. Ford argues the Act requires. The UNE switching rates in

Kansas and Oklahoma are $0.00131 and $0.00204, respectivelyl.

FCC could never have determined that both these rates complied' with

TELRIC principles if it had used Mr. Ford's standard of setting TELRIC

prices at the bare minimum of the TELRIC range. Contrary to Mr. Ford's

assertions, his minimum TELRIC standard is not consistent with either the

Act or the FCC implementation of the Act.

The

B. The FCC TELRIC "Presumption Test"21

22

23

24

25

26

27

Q. DOES MR. FORD PROVIDE AN ANALYSIS THAT IMITATES A TEST

USED BY THE FCC FOR A TELRIC RANGE OF LOOP PRICES?

Yes. Mr. Ford has used a methodology allegedly developed by the FCC to

test the reasonableness of TELRIC based rates to establish what he claims

is a zone of reasonableness for setting the loop prices in Arizona. The FCC

A.

1 SBC Ex Parte with FCC CC Docket No. O1-88 May 4, 2001 (KS) & June 6, 2001 (OK) Urban
Rates
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11
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13

methodology compares the UNE prices from states that have obtained 271

approval to the UNE prices for states seeking 271 approval.

Mr. Ford utilizes the FCC methodology in a two-step process. The first

step in this analysis is to select the states that wil l  be used in the

comparison. Mr. Ford selects the SWBT loop rates from SWBT states that

have been granted 271 approval (i.e., Kansas, Oklahoma and Texas) as

the basis for making the comparison. Second, Mr. Ford claims that

"Applying the relative cost framework" established by the FCC to the loop

rates in the SWBT states identified above results in a TELRIC range of

reasonableness of $12.17 to $13.70. Based on the above comparisons,

Mr. Ford recommends the adoption of rates at or below this range claiming

that they are the "entire cost of the loop" according to the FCC.

14
15 Q. HAVE YOU BEEN ABLE TO REPLICATE MR. FORD'S HCPM COST

16 ESTIMATES FOR TEXAS, OKLAHOMA, AND KANSAS?

17 No. I have not been able to replicate Mr. Ford's HCPM cost results. l

18

19

20

arrive at a different loop cost result using the HCPM data. Mr. Ford's

response to the data requests for his calculations provides inadequate

information to match the cost he is using. He does not define which

21

22

specific costs he shares between the loop and other elements in the

HCPM.

23

A.

2 Qwest Corporation's Second Set of Data Requests to the CLECs, number 131 parts 2, s, and 4.
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Q. COULD you EXPLAIN THE FCC TELRIC TEST?

Yes. The FCC TELRIC test compares the prices in one state to the prices

in another state using the results of the Synthesis Model (SM) as a relative

gauge of the differences in costs between the states. The FCC developed

the SM for use in administering its high cost fund. As noted by the FCC,

the USF cost model was not designed to "determine rates for a particular

element " i t was developed to "determine the relative cost

differences among different states..". The presumptive test uses the

relative cost differences between states identified in the USF model to

compare the ordered rates in a given state to the similar rates in another

state to determine if the cost differences can be justified.

I however,

1
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Q.

A. The FCC first developed the "presumptive TELRIC" in its order granting 271

approval to SWBT for the state of Oklahoma. In that Order the FCC found

that the ALJ's Order that established the Oklahoma loop rate "violated"

TELRIC principles by adopting fill factors that were outside the reasonable

TELRIC range. Upon making this finding, the FCC adopted the relative

TELRIC test to determine if the ALJ's error resulted in prices that were

outside the range of the reasonable application of TELRIC principles. As

stated by the FCC "we must determine whether the ALJ's error was

substantial, i.e.," resulted in rates "outside the range that the reasonable

application of TERIC principles would produce." (Para 81) The FCC went on

to state "in making such a determination" they could consider "rates we have

found to be based on TELRIC." (Para 82) The FCC then proceeded to

A.

WHEN DID THE FCC ADOPT THE PRESUMPTIVE TELRIC TEST?
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develop the "presumptive" TELRIC test to test the overall reasonableness of

the Oklahoma loop rate.

Q. DO you AGREE WITH MR. FORD'S APPLICATION oF THE FCC's

TELRIC PRESUMPTION TEST?

Not at all. Mr. Ford selectively applies the TELRIC test to derive his desired

results. He compounds this problem by asserting that prices should be set

using his analysis, as opposed to the TELRIC principles adopted by the

FCC.

Q. SHOULD THE COMMISSION USE THE PRESUMPTIVE TELRIC TEST

TO SET RATES IN THIS PROCEEDING AS RECOMMENDED BY MR.

FORD?

No. The FCC has never even indicated that the TELRIC test is a

reasonable substitute for applying TELRIC principles as a means of

establishing UNE prices. In its First Report and Order on Interconnection

the FCC required states to set the prices for UNEs based on TELRIC

principles. The FCC has never changed this basic requirement.

1

2

3

4

5

6 A.

7

8

g

10

11
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14 A.

15
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Q. HAS THE FCC EVER USED THE TELRIC TEST TO SET PRICES FOR

UNES?

A. No. The FCC developed the test solely as a means for assessing the

reasonableness of a company's UNE prices when those prices were based

on assumptions or inputs that did not comport with the TELRIC rules. If the

FCC determines that a state Commission erred in its application of TELRIC

principles, the FCC uses the test to assess whether the error was so
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grievous as to result in a price that is outside the range that the reasonable

application of TELRIC principles would produce. In other words, it is a test

that the FCC uses to determine if a misapplication of TELRIC principles has

resulted in prices that are outside a reasonable range.

Q. DO YOU BELIVE THAT THE USE OF A SINGLE TEST TO SET TELRIC

RATES COMPORTS WITH THE REQUIREMENTS OF THE

TELECOMMUNICATIONS ACT?

A. No. The Act specifically delegates the task of setting UNE prices to state

Commissions. Universal application of the presumptive TELRIC test would

invalidate this provision of the Act. The logical extension of Mr. Ford's

proposal in this Docket would deprive all state Commissions of any further

say in the development of UNE prices. All future UNE rates would be set

based on a simple extrapolation of the UNE rates in the nearest state or

states that have previously been granted 271 approval. State Commissions

would become an afterthought in the process of developing UNE rates.

New York and Texas would become the standard for setting all future UNE

prices. All other states Commissions would have no role in developing

these prices. Their sole function would be reduced to applying a simple

ratio analysis to the rates set in Texas or New York, whichever is closer, to

determine the UNE prices that are applicable to their state.
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Q. DOES THE FCC USE THE TEST AS AN ABSCLUTE GAUGE OF THE

REASONABLENESS OF UNE PRICES?

A. No. The FCC recognizes that there can be reasonable differences in the

application of TELRIC principles between states. In granting the SWBT
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1

2

application for 271 relief in Oklahoma, the FCC recognized the important

role states play in establishing UNE rates:

3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18

...differences in rates alone do not constitute sufficient grounds to
conclude that higher rates are not TELRIC based. In addition to
reasonable differences in judgment, legitimate factors can cause
differences in nonrecurring UNE rates between two states, including
costs and services to which they apply. For example, the nonrecurring
loop rates in Texas do not include instal lation and maintenance
activities, which SWBT intended to recover from the trip charge and that
the Texas Commission refused to accept. In Oklahoma, on the other
hand, the nonrecurring rates include this charge. Furthermore, although
both Oklahoma and Texas Commissions use the TELRIC standard, they
differ in terms of inputs to that model and how much they anticipate
future cost reductions.....Thus we find, as we did in Kansas, that the fact
that Oklahoma nonrecurring rates are higher than those in Texas does
not make them unreasonable, nor does it cause SWBT to fail this
checklist item. (Para 101)

Cbviously the FCC did not consult with

decision .

Mr. Ford prior to making this

He would have informed them that this action was a direct

violation of their own standards.

Q. DOES THE FCC RECOGNIZE THE IMPORTANT ROLE STATES PLAY IN

SE1TING TELRIC PRICES?
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A. Yes. In granting the Oklahoma application for 271 relief, the FCC rejected

AT&T's arguments that the differences between the Oklahoma and Kansas

recurring rates indicated that both could not comply with TELRIC principles.

The FCC recognized that AT&T's arguments (that there can never be

legitimate differences in UNE prices between states), would relegate states

to a role of "mere functionaries in the section 251 and 252 pricing

process..." (Para 91 ).
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Q. IS MR. FORD'S APPLICATION OF THE TELRIC TEST REASONABLE?

No. Mr. Ford selectively applies the test to get his desired result. There are

five states that have been granted 271 relief. Mr. Ford uses the three

states with the lowest relative loop prices as the basis for his comparison.

Selection of either of the remaining states would have resulted in a dramatic

difference in his test results. Mr. Ford's TELRIC range is a product of

selectively eliminating any data point that would have resulted in higher

range.

Q. WHAT JUSTIFICATION DID MR. FORD GIVE FOR HIS SELECTION OF

STATES HE USED IN HIS ANALYSIS?

Mr. Ford claims that he selected the SWBT states due to the fact they were

in close proximity to Arizona and that their rate structures were more in line

with those of Qwest. According to Mr. Ford, this selection process is in

accordance with the FCC stated practice.

Q. OBVIOUSLY you DO NOT CONCUR WITH MR. FORD'S SELECTION

PROCESS?
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A.

A.

A.

That is correct. The FCC has only applied the presumptive TELRIC test

when the following conditions have been met:

1. The rates in the state used in the comparison have been determined

to be based on the proper application of TELRIC principles,

2. The states in the comparison have a "common BOC and geographic

and

3. The states in the comparison "have similar, though not identical, rate

structures". (Para 28, Mass)

similarities",
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No state that has been granted 271 relief meets more than half these

standards. Obviously, all the states that have been granted 271 relief have

rates that the FCC found are within an acceptable TELRIC range. It can

also conceivably be argued that Texas, Oklahoma and Kansas are

geographically similar to Arizona, even though l personally do not picture

Arizona as just another Kansas. However, there is no question that all the

states that have gained 271 approval have different rate structures and are

part of a different BOC. in other words, none of the data points Mr. Ford

considered met more that half the criteria established by the FCC for

justifying the comparison. Ag

Q. DID you STATE THAT MR. FORD SELECTED THE SBC STATES

BECAUSE THEIR RATES WERE MORE WITH

QWEST'S RATES THAN VERIZON'S RATES?

"COMPATIBLE"
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A. Yes. However, this proclamation is at best a stretch. The only justification

Mr. Ford gives for this conclusion is "For example rate structures for

unbundled switching and reciprocal compensation are very similar between

SBC and Qwest states, but not Verizon states." (Pg. 14) Both Verizon and

SBC have uniquely deaveraged switching rates (i.e., they are not

deaveraged on the same basis). Qwest does not. Both Verizon and SWBT

include the cost of feature functionality in their local switching rates. Qwest

does not. Based on the above analysis SWBT's rates are more

comparable to Verizon's than they are to Qwest's. It is this type of stretch

that implies that Mr. Ford's analysis is at best contrived to achieve a specific

objective.
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Q. How WOULD YOU APPLY THE TELRIC TEST WHEN CONFRONTED

WITH THE FACT THAT NO SINGLE STATE HAS MET MORE THAN

HALF THE CRITERIA FOR BEING A CANIDATE FOR COMPARISON?

One logical and unbiased means of addressing this selection process

problem would be to expand the comparison. That is, expand the sample

to include some states that meet all the criteria needed to justify the

comparison. Instead of this approach, Mr. Ford tried to contrive a

justification for limiting the sample to those states that would establish the

lowest possible range using the TELRIC test.

Q. How WOULD YOU EXPAND THE SAMPLE?

The obvious answer is to include all states that meet at least one of the

criteria established by the FCC. All the Qwest states meet one or more of

the defined criteria. In addition, both Massachusetts and New York have

been granted 271 approval meeting another of these criteria.
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Q. IS IT REASONABLE TO INCLUDE QWEST STATES IN THE

COMPARISON WHEN NONE HAVE BEEN GRANTED 271 APPROVAL?

A.

A.

A.

Yes. To date the FCC has only applied its TELRIC test between states that

are sewed by the same ALEC. In the Verizon 271 filing in Massachusetts,

AT&T requested that the FCC compare the Massachusetts' switching rates

to the rates in the SWBT states that had attained 271 approval. AT&T

pointed out that the New York Commission was currently reviewing its prior

decision which established the existing switching rates the FCC was using

in the comparison. AT&T then argued that since the New York rates were

currently under review, the TELRIC test should use the SWBT rates that
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were not under a similar review. The FCC rejected this argument. In doing

so the FCC used the criteria I identified above. It is clear the FCC has

shown a preference for applying the TELRIC test between states sewed by

the same ILEC. This predisposition to compare the rates of states sewed

by the same ILEC justifies including other Qwest states in the analysis.

Q. WHY DO YOU FEEL IT IS REASONABLE TO INCLUDE THE VERIZON

STATES IN THIS COMAPARISON?

Absent any state that meets all the criteria that the FCC used to select a

proper point of comparison for its TELRIC test, it is appropriate to expand

the analysis to all states that have obtained 271 approval. The SM provides

a basis for comparing the relative costs of all states across the country.

The SM is used by the FCC as the basis for determining the non-rural high

cost fund receipts on a national basis. This model provides a means of

normalizing geographic and density-based differences. Differences in rate

structure cannot be reasonably accounted for by the use of this common

platform.

Q. ARE you PROVIDING YOUR OWN COMPARATIVE ANALYSIS?

First, I compare theYes. I have separated my analysis into two parts.

prices for UNEs across the Qwest states. then perform an analysis that

compares the Arizona rates to the rates for states that have received 271

approval.

I
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A.

A.

Q. EXPLAIN How YOU HAVE APPLIED THE TELRIC TEST IN YGUR

ANALYSIS?
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The SM identifies the combined costs of all facilities required to provide the

local retail service. In other words, the model combines the cost of all

facilities (i.e., loop, switching and transport) required to provide basic

exchange service. The operating expenses in this model are calculated on

a per line basis, as opposed to being assigned to each of the unique

elements required to provide the service. Marketing expenses included in

the model, are based on the retail not wholesale operations of the lLECs.

The result is an FCC model that can be disaggregated into 3 categories of

costs. The three categories of costs derived by the model are:

1. The direct investment-related cost of the loop,

2. The direct investment-related cost of traffic sensitive elements such

as switching and transport (e.g. these costs can be segregated by

type of traffic sensitive element such as switching), and

3. The cost of basic local service.

In evaluating the prices in Oklahoma, the FCC compared Oklahoma and

Texas rates using the total local exchange service cost output produced by

the SM model. Thus, switching costs and retail commercial marketing

expense were incorporated into the comparison of Texas and Oklahoma

loop rates. In evaluating the Massachusetts 271 application the FCC

further refined this analysis. In comparing the New York  and

Massachusetts switching costs the FCC premised the comparison on the

direct switch related investment costs produced by the model.

Q. WHAT WERE THE RESULTS OF YOUR COMPARISON OF LOOP

COSTS ACROSS THE QWEST STATES?

A.
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1

2
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Following is a table comparing the actual ordered loop rates for Minnesota,

Colorado, Washington and Arizona. The top line identifies the ordered rate

in each state. The second line identifies the total the cost output from the

SM. The next 3 lines provide each states adjusted loop rate using the FCC

TELRIC test with the ratios based on Minnesota, Colorado, and Washington

respectively.

State MN CO WA AZ
Ordered Loop Rate
SM Total Basic Local Svc Cost
Loop Rate Using MN Ratio
Loop Rate Using CO Ratio
Loop Rate Using WA Ratio

$17.87
$22.42
$17.87
$17.89
$19.80

$18.00
$22.56
$17.98
$18.00
$19.93

$18.16
$20.56
$16.89
$16.40
$18.16

$21 .98
$20.62
$16.44
$16.45
$18.21

Applying the FCC TELRIC tests to the ordered loop rates in Colorado,

Minnesota and Washington yields a loop rate of up to $18.21 .

Q. WHY DID YOU SELECT COLORADO, WASHINGTON AND MINNESOTA

AS THE BASIS FOR THIS COMPARISON?

I selected Colorado, Washington and Minnesota as the basis for this

comparison based on the fact that they are similar in size to Arizona and

contain areas with comparable densities.

Table 1: Loop Rate Adjusted By SM Total Basic Local Service Cost and Investment
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Q. DID you PERFORM A SIMILAR ANALYSIS USING THE ORDERED

LOOP RATES FOR STATES THAT HAVE PREVIOUSLY BEEN

GRANTED 271 RELIEF?

A.

A.

A.

Yes. Following is the results of applying the FCC TELRIC test to the

ordered rates in New York, Massachusetts, Kansas and Texas:
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1

State NY MA KS TX AZ
Ordered Loop Rate
SM Total Basic Local Svc Cost
Loop Rate Using NY Ratio
Loop Rate Using MA Ratio
Loop Rate Using KS Ratio
Loop Rate Using TX Ratio

$14.52
$18.71
$14.52
$14.59
$10.33
$12.49

$15.00
$19.23
$14.92
$15.00
$10.62
$12.84

$13.30
$24.08
$18.89
$18.78
$18.30
$18.08

$14.11
$21 .13
$16.40
$16.48
$11.67
$14.11

$21 .98
$20_62
$16.00
$16.08
$11 .39
$13.77

Using the loop rates in New York, Massachusetts, Kansas and Texas as the

basis for applying the TELRIC test results yields a loop price in Arizona of

up to $16.08

Q. WHY DID you SELECT NEW YORK, MASSACHUSETTS, KANSAS, AND

TEXAS AS THE BASIS FOR THE COMPARISON?

Table 2: Loop Rate Adjusted By SM Total Basic Local Service Cost and Investment
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I selected New York, Massachusetts, Kansas and Texas as the basis for

the comparison because their loop rates were established by the state

Commissions using methods that the FCC found adhered to reasonable

TELRIC principles. Using Oklahoma prices as a point of comparison, adds

an element of circularity into the analysis. It is improper logic to use the

rates that were established using the TELRIC test, as the basis for applying

the TELRIC test in another state. For this reason l have limited my analysis

to prices from states whose prices were based on the proper application of

TELRIC principles.

A.

Q. COULD you SUMMARIZE THE RESULTS OF YOUR ANALYSIS?
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1

2

3

4

Yes. Applying the FCC TELRIC test to rates in states that meet one or

more of the comparison criteria established by the FCC, results in an

expected TELRIC range of up to $18.21 .

Q. HAVE YOU PERFORMED A SIMILAR ANALYSIS OF SWITCHING

RATES?

Yes. As shown in Table 3, applying the FCC TELRIC tests to the ordered

switch rates in New York, Massachusetts, Kansas and Texas yields a

switching cost per line for Arizona of up to $3.24 per line.

5

6

7
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9

10

State
Ordered Monthly Switch Cost (1)
SM Switching Cost Per Line
Switching Rate Using NY Ratio
Switching Rate Using MA Ratio
Switching Rate Using KS Ratio
SwitchinQ Rate Using TX Ratio

NY MA KS TX AZ
$2.75
$2.69
$2.75
$3.28
$2.33
$2.15

$3.26
$2.67
$2.73
$3.26
$2.31
$2.14

$2.53
$2.92
$2.99
$3.57
$253
$2.34

$2.12
$2.65
$2.71
$3.24
$2.80
$2.12

$2.80
$2.65
$2.71
$3.24
$2.30
$2.t2

Ordered Monthly Switch Cost (1 )
SM Switching Investment Per Line
Switching Rate Using NY Ratio
Switching Rate Using MA Ratio
Switching Rate Using KS Ratio
Switchinq Rate Usinq TX Ratio

$2.75
$105.71

$2.75
$3.10
$2.17
$2.04

$s.2e
$111 .33

$2.90
$3.26
$2.28
$2.15

$2.53
$123.35

$3.21
$3.31
$2.53
$2.38

$2.12
$109.90

$2.86
$3.22
$2.25
$2.12

$2.80
$108.08

$2.81
$3.16
$2.22
$2.08

Table 3: Switching Rate Adjusted By SM Switching Cost and Investment

(1) Total switching cost is based on the ordered per minute rate
and an assumed 1,000 minutes per month of usage
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A.

A.

VI. COLLOCATION
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1 A. Overview

2 untrod action

Q. WHAT ISSUES WILL y o u ADDRESS IN YOUR TESTIMONY

REGARDING COLLOCATION?
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I will first address certain overriding concerns that have been expressed by

other parties to this proceeding. This testimony will:

1. Explain why actual costs, adjusted for known changes since these

costs were incurred, are the proper basis for setting collocation costs,

2. Explain why the use of nonrecurring pricing is the preferreclmethod for

recovering certain col location costs and how this approach is

consistent with the TELRIC principles established by the FCC, and

3. Address the concerns expressed by other parties that the Qwest

sponsored cost studies are not documented and do not reflect Arizona

specific collocation jobs.

In addition, I will address the individual cost recommendations of the other

parties to this proceeding, including the concerns that the study was

inadequately documented. First, however, I will explain certain changes to

the collocation prices that l am sponsoring in this testimony.

20 Proposed Changes to the Qwest Sponsored Collocation Study

21

22

23

24

25

Q. WHY ARE y o u PROPOSING CHANGES TO THE QWEST

COLLDCATION STUDY IN THIS PROCEEDING?

A.

A.

Meeting TELRIC requires continual re-evaluation of the cost studies to

determine if they include assumptions and inputs that reflect the efficient
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costs a company would currently incur in providing access to the facility

and/or service. Subsequent to filing this case, Qwest has proposed certain

modifications to its collocation study in active cases in other states. I am

adopting all of those modifications in this proceeding. In addition, I am

proposing additional modifications to address some of the concerns raised

by parties in this proceeding.

Q. WHAT STUDY MODIFICATIONS ARE you PROPOSING IN THIS

TESTIMONY?

I  am proposing the fol lowing changes to the Company sponsored

collocation cost study:

1. The cost of the Entrance Facility was revised to reduce the costs

associated with a manhole dedicated solely to the use of collocating

CLECs and to correct certain calculations within the study,

2. The fiber cost per foot was modified to reflect the cost of a 24-strand

fiber cable.

3. The maintenance factor was adjusted for col locutor space and

collocutor equipment to remove power expense components.

Q. ARE YOU PROVIDING UPDATED cosT RESULTS FOR ANY OTHER

ELEMENTS?
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A.

A.

The above changes are being presented for collocation in addition to

changes in cost caused by using the new prescribed rate of return.
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1

Q.

Entrance Facility Cost Calculation

WHAT CHANGES ARE YOU PROPOSING TO MAKE T O THE

ENTRANCE FACILITY?

I am proposing revisions to the calculation of the entrance facility cost in

order to: 1) substantially reduce the cost of a manhole dedicated solely to

collocation, 2) to correct the calculation of the fiber pulling costs to make it

consistent with a per fiber pricing structure, and, 3) to change the

underground fiber cost calculation to reflect the cost of placing a 24-strand

cable. These changes are identical to the changes the Company is

proposing in the Utah Cost Docket addressing collocation. During the

workshops and hearings in that Docket, certain concerns were raised

regarding the entrance facility costs the Company was sponsoring in that

Docket. To address these concerns the Company made the above

modifications to its studies. l am proposing these same modifications in

this proceeding.
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Q. WHY DID THE COMPANY'S ORIGINAL STUDIES INCLUDE THE COST

OF PLACING A MANHOLE THAT WAS DEDICATED TO PRDVIDING

COLLOCATION?

A.

A.

Due to concerns regarding security and congestion in the primary manhole

(i.e., manhole 0) sewing as the point of entry to the large central offices, the

Company decided that a separate utility hole dedicated to collocation was

advisable. This can be considered the Point of Interface (POI). Most of the

early collocation jobs included the cost of building these manholes. As

collocation requests spread to smaller suburban offices, this policy was
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revised to support only placing such manholes when congestion in the

network absolutely required the placement of a new manhole. As the

Company's construction practices evolved, the study was revised to reflect

these changes. For example, the studies were revised to reflect a reduction

in the percentage of jobs in which a new manhole was required. In the

Utah proceeding, the Company, in response to continued concern

regarding the use of dedicated manholes, reduced the percentage

weighting of the POI from 60% to 10%. I am adopting this change in this

proceeding.

Q. HAVE YOU PROVIDED AN EXHIBIT IDENTIFYING THE IMPACT OF

THESE CHANGES ON THE ENTRANCE FACILITY COSTS YOU ARE

PROPOSING IN THIS PROCEEDING?

Yes. Exhibit 2 to this testimony identifies the impact of revising all Entrance

Facility costs the Company is sponsoring to reflect the changes I am

proposing in this testimony.
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Q. WHAT IS THE IMPACT OF PROPOSED CHANGES TD THE ENTRANCE

FACILITY COSTS?

A.

A.

The sum of the proposed changes to the collocation study reduces the

nonrecurring direct costs for the Standard Entrance Facility from $934.46 to

$474.60 and the nonrecurring costs for the Cross Connection Entrance

Facility from $1,256.74 to $555.77. Due to the increase in distances

associated with the POI and MHZ, the nonrecurring direct costs for the

Express Fiber Entrance Facility are increased from $6,657.09 to $6,951 .92.

There is a corresponding reduction in the recurring costs for these facilities.
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Q.

Contractor Labor Ratio

DID MR. DUNKEL EXPRESS CONCERNS REGARDING THE

COMPANY'S USE OF CONTRACTOR LABOR IN CONSTRUCTING

COLLOCATION FACILITIES?

Mr, Dunkel noted that the use of contractor labor increased the costs

produced by the model. Qwest does not dispute this fact. He then argues

that the use of contractor labor does not reflect the costs an efficient

provider would incur to construct these facilities.

Q. DO you AGREE WITH MR. DUNKEL THAT THE USE OF CONTRACTOR

LABOR IS AN INEFFICIENT MEANS OF MEETING A COMPANY'S

RESOURCE REQUIREMENTS?
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No. Every major corporation in the country has employed outside

contractors. In virtually every instance, the cost of using outside contractor

labor exceeds the costs that would have been incurred if the function had

been performed internally by company employees. Based on his assertion

in this case, Mr. Dunkel would contend that any entity that employs the

services of an outside contractor is inefficient. It is ironic for a contractor,

such as Mr. Dunkel, to claim that the use of outside contractor services is

the sign of an inefficient operation.

Q. WHAT WOULD JUSTIFY THE USE OF OUSIDE CONTRACTORS'

SERVICES?
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There are numerous legitimate circumstances that justify the use of

contractor services. Two of the primary reasons firms employ outside

contractors are:

1. A firm requires a special expertise that is not readily or sufficiently

available in its current work force, and

2. A firm is faced with unanticipated or fluctuating resource requirements.

Both of these factors play a role in Qwest's use of outside contractor

services in constructing collocation facilities. The more variable the

demand for a specific expertise, the greater the possibility that the use of

external contractors can be justified. If the demand for resources varies

significantly between periods, firms frequently find that it is more

economical to meet this demand through the use of contract labor as

opposed to hiring additional employees. The unit cost of hiring outside

contractors during peak resource requirements can be more than offset by

the ability to avoid the carrying costs of an internal employee during down

cycles. The ability to control fluctuations in workload is the key to

minimizing those instances where it is advisable to use outside contractors.

The more variable and uncontrollable the workload, the greater the

probability that the use of outside contractors can be justified.
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Q. WHY IS IT REASONABLE FOR QWEST TO USE OUTSIDE

CONTRACTORS TO MEET ITS COLLOCATION COMMITMENTS?

A.

A. Qwest has little or no control over the level or the timing of the demand for

new collocation facilities. There are no limits to the timing or volume of

CLEC's requests for collocation. Qwest must meet all demands for

collocation within the limited timeframe required by the contract. Many of
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these time commitments were set by Commissions trying to protect the

CLECs ability to quickly enter the market. There is no latitude in these

performance requirements to redistribute or Ievelize the workload.

Requests for collocation have varied dramatically between selected periods

and locations. Constructing central office facilities requires an expertise

that must be developed over time. For these reasons, Qwest has

determined that the use of contract labor to meet demand fluctuations

across the region is justified.

Q. HAVE YOU PREPARED AN EXHIBIT ILLUSTRATING THE LARGE

FLUCTUATIONS IN DEMAND FOR COLLOCATION FACILITIES OVER

TIME?
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Yes. Exhibit 3 to my testimony shows Arizona collocation requests by

month since January of 1999. As illustrated by this Exhibit, collocation

requirements fluctuate significantly between periods. This is typical of the

type of demand fluctuations that justify the use of contract labor.

Relationship Between the Quote Preparation Fee and Engineering
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Q. DOES MR. LATHROP ARGUE THAT CHARGING THE QUOTE

PREPARATION FEE AND THE ENGINEERING CHARGE WILL RESULT

IN A "DOUBLE RECOVERY"?

A.

A.

Yes. On page 45 of Mr. Lathrop's testimony, he indicates that there may be

an overlap between the engineering costs included in the Company's Space

Construction Charge and the Quote Preparation Fee (QpF). Mr. Lathrop is

correct in his express concern that these two elements include some of the
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same engineering costs. The engineering charges included in the Space

Construction calculation include all engineering costs incurred to construct

the collocation facility including the preliminary engineering included in the

calculation of the Quote Preparation Fee. Assessing both these charges on

a collocation job would result in "double recovery" of these preliminary

engineering charges.

Q. WHY IS THE COMPANY PROPOSING CHARGES THAT RESULT IN

DOUBLE RECOVERY OF CERTAIN ENGINEERING FUNCTIONS?

The Company is not proposing to seek double recovery of theseCosts. The

Qwest sponsored cost study was originally compiled under the assumption

that the QPF would be credited against the Space Construction Charge,

once the CLEC determined that it did wish to accept the terms of the

collocation. Qwest would recommend, assuming the Commission adopts

Qwest's cost studies, that the Commission adopt its proposal to credit the

QPF against the Space Construction Charge.
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Q. ARE THERE ANY OTHER OPTIONS THIS COMMISSION COULD USE

TO ENSURE THAT THERE IS NO DOUBLE RECOVERY OF THESE

COSTS?

A.

A.

Yes. The Commission could decide to have Qwest reduce the Space

Construction Charge by the amount of engineering costs contained in the

QPF. Based on the revised studies attached to my testimony, the Quote

Preparation Fee includes $2619 of preliminary engineering costs. Fully

loaded these costs would equate to a $3630 reduction to the Space

Construction Charge proposed by the Company in this proceeding.
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Q. IS QWEST OFFERING A T wo BAY MINIMUM, CAGELESS

COLLOCATION SPACE?

No. Mr. Farrar is wrong when he suggests on page 31 that Qwest insists

that collocators order at least 2 bays of careless collocation. In discussions

with CLECs, most collocators required at least two bays. Thus, Qwest

initially priced out a charge building two bays. After collocators and the FCC

demanded a one bay configuration, Qwest developed a credit against the

two bay charge when a collocutor orders one bay. This credit is equal to

the charge for an additional bay. This credit is not 50% of the one bay

charge, because many of the costs of building careless collocation do not

vary with number of bays.

Q. A R E  y o u PROPOSING ANY ADDITIONAL CHANGES TO THE

COLLOCATION STUDY THE COMPANY IS SPONSORING IN THIS

PROCEEDING?

1

2

3

4

5

6

7

8

9

10

12

13

14

15

16

17

18

19

No.

B. General

Current Costs are the Best Basis for Projecting Future Costs
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A.

A.

Q. WHY DID you BASE YOUR STUDY ON THE ACTUAL COSTS THE

COMPANY IS INCURRING TO BUILD COLLOCATION FACILITIES?
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A projection of the future should always be predicated on knowledge of the

past. This is particularly true if there is a close proximity between the recent

history and the period being projected. Collocation was virtually nonexistent

five years ago when the Act was passed. All of the costs incurred to

provide collocation can be identified from recently completed jobs. As

AT&T stated in its brief before the Supreme court, TELRIC is designed to

replicate the cost a company would incur to replace its existing facilities.

Obviously, the best estimate of the cost to replace facilities that were

constructed in the last five years should bear some resemblance to the cost

originally incurred to place the facilities. Any other assumption would be

contrary to standard forecasting techniques. In its brief before the Supreme

Court in AT&T versus lowa Util ities Board, AT&T acknowledged that

TELRIC is the best estimate of the costs a company will incur in the future

to provide access to its facilities.
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Q. DOES THAT IMPLY THAT ALL 00$T$ INCURRED IN THE PAST

SHOULD BE INCLUDED IN THE PROJECTION OF A THE FUTURE

COST A COMPANY WILL INCUR TO PROVIDE ACCESS TO ITS

FACILITIES?

A.

A.

No. Circumstances change over time. Any proper TELRIC model should

be adjusted to reflect reasonable estimates of changes to the studies inputs

and assumptions. Qwest has made numerous revisions to its collocation

model to include changes in inputs and assumptions that have occurred

subsequent to the development of the original study. Any TELRIC study

should be updated to reflect changes in the cost of inputs and best practice

construction procedures. No study should ignore costs incurred yesterday
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1

2

3

4

when trying to estimate the costs that will be incurred tomorrow for

performing the same function.

Recurring versus Nonrecurring Charges for Collocation Facilities

Q. DO THE JOINT INTERVENERS ARGUE THAT MANY OF THE

COLLOCATION COSTS SHOULD BE RECOVERED OVER TIME

THROUGH RECURRING CHARGES?

Yes. Numerous witnesses for the joint interveners recommend the use of a

recurring cost structure for recovering a large portion of the costs that

Qwest incurs in providing collocation. For example, Mr. Lathrop argues that

"Qwest developed a nonrecurring charge using investments in shared and

reusable assets that should be recovered through recurring charges." (Pg.

S8) He goes on to state that the only criteria Qwest uses in determining if

the cost of a facility should be recurring is whether the facility "is shared

immediatelywith Qwest." He then asserts that another collocutor can reuse

many of the facilities Qwest constructs for a particular collocutor if they are

abandoned. He goes on to argue that allowing Qwest to recover the cost

of the facilities through nonrecurring charges would result in "multiple"

recovery of the costs as collocutor after collocutor are charged for the use

of the same assets. (Pg. 39) Other joint intervenor witnesses echo Mr.

Lathrop's arguments.
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A.

Q. DO YOU AGREE WITH THE POSITION TAKEN BY THE JOINT

INTERVENERS REGARDING THE USE OF NONRECURRING COSTS?
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No. There is no reasonable argument for the recovery of nonrecurring

collocation costs through recurring charges. In fact, requiring Qwest to

recover the nonrecurring cost of installing collocation equipment through a

recurring charge will, in all probability, preclude Qwest from ever recovering

many of these costs, a direct violation of the Telecommunications Act of

1996 and the FCC policy.

Q. DID QWEST DETERMINE THAT A NONRECURRING CHARGE WAS

APPROPRIATE BASED SOLELY ON WHETHER THE FACILITY COULD

BE "SHARED IMMEDIATELY" BY QWEST?

No. Qwest used a three-part criterion for determining whether a particular

cost incurred in providing collocation would be recovered through a non-

recurring charge:

1. The facilities must have been constructed solely for the use of
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collocators,

2. The cost of the facilities must have been incurred at the time the

collocation arrangement was established, and

3. The facilities were not required for the provision of any of Qwest's

A.

A.

services.

Many of the costs Qwest incurred in constructing collocation facilities for the

CLEC's did not qualify for nonrecurring treatment under this standard.

Exhibit 4 of this testimony illustrates this point. Column I of this exhibit

identifies the total average cost Qwest incurred to build the 41 collocation

arrangements that form the basis of the Company's study. The top half of

this exhibit identifies the costs that Qwest is requesting to recover through

nonrecurring rates. The bottom half of this exhibit identifies those costs that
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did not fit the Qwest criteria for nonrecurring treatment. Of the $90,593

average cost Qwest incurred to build these collocation arrangements,

Qwest only charges for $84,938, and, only $47,558 or 56% qualified for

nonrecurring treatment under the Qwest criteria. The remaining $37,378 or

44% of costs the Company is charging for in building these collocation

spaces was built into the recurring costs the Company is proposing in this

proceeding.

Q. WOULD THE CRITERIA MR. LATHROP CLAIMS THE COMPANY USED

TO DETERMINE IF A COST WAS NONRECURRING RESULT IN THE

SAME CLASSIFICATION OF COSTS THAT YOU DISCRIBE ABOVE?
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A. Absolutely not. Under the criteria Mr. Lathrop claims was used by the

Company virtually all these costs would have qualified for nonrecurring

treatment. None of the facilities constructed for these jobs were "shared

immediately" by Qwest. For instance, some jobs required the placement of

a new battery distribution fuse bay. A battery distribution fuse board

(BDFB) is a small power board used to divide the large power feeds

originating from the power plant into the smaller power feeds required to

power electronic equipment throughout the central office. These BDFBs

were placed for the sole purpose of meeting the collocators' power

requirements. Qwest, using the criteria identified above, determined that

these costs should be recovered through recurring charges. Using Mr.

Lathrop's supposed Qwest criteria, the costs would have been included in

the calculation of the Company's nonrecurring charges.
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Q. PLEASE DESCRIBE THE PROPER APPROACH FOR APPLYING THE

REUSE CONCEPT IN RECOVERING COLLOCATION COSTS.

The answer to the question of reuse and the recovery mechanism for costs

incurred to provide collocation should be based on whether the equipment

will be reused. There are two aspects of reuse that must be considered in

determining the means by which a cost should be recovered. First, it must

be determined whether Qwest will reuse the collocation equipment in the

provision of service to its customers. Second, it must be determined that

Qwest can be assured that the equipment will be reused by another

collocutor.

Q. IS COLLOCATION EQUIPMENT REUSABLE BY QWEST?

As discussed above, some equipment used to provide collocation can be

reused by Qwest if it is abandoned by the collocutor. If equipment is shared

between collocators and Qwest, then Qwest can generally reuse the

equipment, and the costs of the equipment should be recovered on a

recurring basis. For example, Entrance Facility cable racking between the

cable vault and the fiber distribution panel (FDP) is shared between Qwest

and collocators. The cost of this shared equipment can be reused by

Qwest, and therefore, is recovered on a recurring basis.
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Q. ARE THERE COLLOCATION FACILITIES THAT THE COMPANY WILL

NEVER REUSE IN PROVIDING ITS OWN SERVICES?

A.

A.

A.

Yes.. There is a low probability that Qwest will reuse the facilities it builds

for the exclusive use of one or more collocators. These costs should be

recovered through nonrecurring charges. For example, Qwest will never
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reuse cages constructed for collocators. Similarly, Qwest has no alternative

use for the DC power cables supplying the equipment located in a CLECs

collocation space, since these cables often terminate in an area where

none of Qwest's equipment is located. It is unlikely Qwest will take over

space for its own use when it has set aside this space for CLECs. Qwest

could be asked to move from that space at a later date to provide room for

additional CLEC equipment. Therefore, Qwest has proposed that only the

cost of those facilities dedicated to the use of collocators be recovered

through nonrecurring charges. However, reuse and sale of the collocation

space may mitigate some of this condition. s

Q. WHY IS IT CRITICAL THAT THE CCSTS OF EQUIPMENT DEDICATED

TO CLECS BE RECOVERED ON A NONRECURRING BASIS?

The only means of reasonably insuring Qwest recovers the costs incurred

to construct facilities dedicated to collocation is through the application of

nonrecurring charges.
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Q. IS IT POSSIBLE THAT SOME OF THE COLLOCATION FACILITIES

USED BY ONE COMPANY WILL BE USED BY A SUBSEOUENT CLEC

ONCE THEY ARE ABANDONED?

A.

A.

Yes. Collocation equipment that is not reused by Qwest may be reused by

another CLEC and the first CLEC can recover some of its charges by

transferring to another. However, Mr. Lathrop bases his argument on the

assumption that collocation equipment abandoned by one CLEC will be

used by another CLEC with the same requirements. There is simply no

basis for assuming that all collocation equipment installed by Qwest will be
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reused by another CLEC, if the first CLEC terminates its collocation

arrangement. Mr. Lathrop assumes that all collocation cages (and other

equipment) are fungible and will be reused by CLECs over time, as loops

are reused by subsequent occupants in the dwelling they serve. He

assumes when one CLEC moves out of a collocation cage, a new CLEC

will move in to the cage and assume the existing arrangement.

Q. IS THIS A REASONABLE PROPOSITION?

No. There is simply no assurance that collocation cages (and other

collocation equipment) will be reused by a new CLEC when the space is

vacated by the original collocutor. While some equipment may, in some

cases be reused by another CLEC, there is no basis to assume that this will

always be the case. In many cases, the equipment is likely to remain

unused and eventually removed. In other cases, the collocation space may

need significant alteration before a new CLEC would assume the space.

There must be a reasonable assurance that collocation facilities will be

reused before recurring charges can be used as a means of recovering

these costs.

Q. IS THERE ANY EVIDENCE IN ARIZONA THAT COLLOCATION

FACILITIES ARE REUSED ONCE THE ORIGINAL COLLCCATOR

ABANDONS THEM?
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A.

A.

No. the information that does exist indicates that abandoned

collocation installations are not being reused. As noted in Mr. Kennedy's

testimony, there have been 73 collocation cancellations in Arizona, of which

only 11 of which have been assumed by a subsequent collocutor. The fact

In fact,
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that subsequent collocators have reused only 15% of the abandoned

collocation sites belies Mr. Lathrop's claim that in a vast majority of the

cases collocation facilities will be reused.

Q. WHY MUST THIS COMMISSION INSURE THAT THE COLLOCATION

FACILITIES WILL BE REUSED PRIOR TO ORDERING THE RECOVERY

OF NONRECURRING COSTS THROUGH RECURRING RATES?

If the facilities will, as recent history has indicated, seldom be reused,

Qwest would be denied recovery of costs it incurred in constructing the

facilities. This would be a direct violation of the Act, which requires that

incumbent LECs be compensated for the costs they incur in providing

interconnection to their facilities. The use of nonrecurring charges for

recovering costs directly and solely incurred for the provision of

interconnection facilities, transfers all the investment risk associated with

entering a new business from the CLEC to Qwest. If the CLEC abandons

the facilities and they are not reused, Qwest suffers the loss.

Q. HAS THE FCC RECOGNIZED THE RISK ILECS ASSUME IF

RECURRING CHARGES ARE USED TO RECOVER NONRECURRING

INVESTMENTS?
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Yes. In its Second Report and Order on Collocation in the Expanded

Interconnection Docket, the FCC stated:
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A.

A.

To the extent that the equipment needed for expanded interconnection
service is dedicated to a particular interconnector, we believe that
requiring that interconnector to pay the full cost of the equipment up
front is reasonable because LECs should not be forced to underwrite
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1

2

the risk of investing in equipment dedicated to the interconnectors use,
regardless of whether the equipment is reusable.3

However, the FCC does not require states to use nonrecurring charges as

the basis for recovering nonrecurring costs. Instead the FCC, in its first

Report and Order on interconnection, opined that states may spread the

recovery of nonrecurring costs over a "reasonable period of time" if it can be

assured that "any such reasonable arrangement would ensure that

incumbent LECs are fully compensated for their nonrecurring costs." (Para

749) (emphasis added). In order to "ensure" Qwest recovers its costs,

there must be some evidence that there is no risk to Qwest in deferring this

cost recovery. The evidence indicates the risks to Qwest of deferring this

recovery of these costs are both real and probable. Mr. Lathrop premises

his whole recurring charge argument on a reuse assumption that he never

defends nor substantiates. There is simply no basis for assuming that

recurring collocation rates proposed by Mr. Lathrop will "ensure" that Qwest

would be "fully compensated" for the costs it incurs in providing collocation.
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Q. IS MR.  LAT HROP CORRECT  IN ST AT ING T HAT  T HE USE OF

NONRECURRING CHARGES FOR RECOVERING coLLocATion

COSTS WILL RESULT IN MULTIPLE RECOVERY OF THESE COSTS?

No. Mr. Lathrop argues that costs paid by the initial collocutor will be

subsequently charged to subsequent collocators that occupy the same

facilities resulting in multiple recovery of these costs. Mr. Lathrop goes on

to state that the Company has "no written procedures" for compensating the

A.

3 CC Docket No. 93-162, Second Report and Order, Released June 13, 1997, 1133
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original collocutor for the subsequent use of these facilities by another

collocutor. (Pg. 40). The Company does have a written policy that

compensates the original provider for the reuse of abandoned collocation

facilities by a subsequent provider. The policy ensures that there will be no

multiple recovery of the costs of erecting the facilities.

Q. IS QWEST PRESENTING THIS POLICY IN THIS PROCEEDING?
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A. Yes. The Qwest "Collocation Change of Responsibility Policy" is contained

as an exhibit to Mr. Kennedy's rebuttal testimony. This Policy states that

the vacating and new co-providers can negotiate terms and conditions

regarding the transfer of the collocation facilities. Section 8(a)(ii) of the

Change of Responsibility policy states that "all interested Co-Providers shall

directly contact the vacating Co-Provider to begin negotiations for the

available space" and that "negotiations of the terms and conditions between

the vacating Co-Provider and the new Co-Provider are the responsibility of

the two parties." Thus, when a new collocutor assumes the facilities

constructed for a previous collocutor, the two collocators can work out a

financial arrangement that compensates the original collocutor for some or

all of the cost it incurred to originally establish the collocation. The Qwest

"Collocation Cancellation" and "Collocation Decommissioning" policies,

also, define terms under which a new collocutor will reimburse a vacated

collocutor for the reuse of his collocation facilities. A description of these

terms is contained in Section 8(a) of the Cancellation terms and conditions

and Section 10(a) of the Decommissioning terms and conditions.
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Q. IN THE EVENT COLLOCATION EQUIPMENT IS REUSED A

SUBSEQUENT COLLOCATOR, WILL QWEST

THE COSTS OF THE COLLOCATION INSTALLATION?

BY

"DOUBLE RECOVER"

11
12

No. With a Change of Responsibility, Qwest will not re-assess the

nonrecurring charges already paid by the vacating collocutor, as described

in the policy. If a new collocutor takes over a collocation installation from a

CLEC that cancelled or decommissioned its collocation space, Qwest will

assess the new CLEC's nonrecurring charges for the reuse of the

equipment and refund those charges to the vacated CLEC. A description of

these terms is contained in see Section 8(a) of the Cancellation terms and

conditions and Section 10(a) of the Decommissioning terms and conditions.

C. Specific Collocation Cost Issues-Staff13
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Q. HAVE YOU ANALYZED THE STAFF TESTIMONY REGARDING

COLLOCATION?

A.

A.

Yes. Mr. Dunkel disputes the fact that Qwest used actual costs in

developing its cost model, based on his review of the labor costs included in

the model. Then, he goes on to discuss his concerns with the following

specific inputs and assumptions in the Qwest model:

1. He claims costs associated with the use of contract labor are

excessive and do not reflect the actions of an efficient firm,

2. He finds that the block costs in the Qwest Sharing collocation are

significantly larger than the block costs in the Qwest DSL study,

concluding material prices in the model are overstated,
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3. He finds that the Qwest sponsored Sharing collocation model includes

costs for cable racking and aerial support that are not included in the

Qwest DSL study,

4. He finds that a land and building factor and a power factor have been

inappropriately applied to the direct cost associated with Line Sharing

Collocation,

5. He determines that the depreciation factor for digital equipment has

been used in the determination of the building rent charge in the Line

Sharing Collocation study: and

6. He determines that Qwest used an overhead factor that was

inconsistent with the Arizona Commission Order in the last Cost

Docket.

Based on these claimed deficiencies in the Qwest model, Mr. Dunkel

concludes that all collocation costs should be reduced by 58% unless the

cost was "specifically otherwise addressed" in the testimony. He then goes

on to recommend certain adjustments to specific cost elements.
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Q. WHAT CONCERNS DO you HAVE WITH MR. DUNKELS ANALYSIS?

A. My primary concern with Mr. Dunkel's analysis is his conclusion. Mr.

Dunker identifies a few selected potential problems with the Company's

models and then extrapolates these findings to an adjustment that is more

than half the proposed costs. l will show that if all the problems he claims

to have found in the model are corrected, the result of the corrections is a

small fraction of the reduction proposed by Mr. Dunkel. It is not reasonable

to extrapolate unsubstantiated adjustments to a collection of cost studies

based on the analysis of one component of the cost study. l will show that
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1
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this extrapolation from an analysis of a small fragment of the study is

unreasonable and a direct violation of the costing provisions of the Act.

The Use of Actual Costs in Developing the Collocation Model

Q. DO YOU AGREE WITH MR. DUNKEL'S ASSESSMENT THAT THE

COSTS THE _COMPANY SUBMITTED FOR COLLOCATION WERE NOT

BASED ON ACTUAL JOB COSTS?

No. A large portion of the costs included in the study were based on actual

receipts obtained from a study of 41 careless collocation jobs. The costs

for elements that were not installed on the 41 jobs studied were derived

through a number of other means. In addition, the actual job costs have

been modified over time to update assumptions and inputs for changes in

company practices or new information on cost inputs.
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Q. COULD YOU EXPLAIN THE PROCESS THE COMPANY USED TO

DEVELOP ITS COLLOCATION MODEL?

A.

A.

The Company used a multi-step process in developing the collocation

model. The first step was to identify all the careless jobs that were

completed and booked at the time the study was commenced. This

process led to the selection of the 41 jobs that were studied. The Company

then proceeded to gather all of the material, labor, and engineering receipts

for each job. Each individual material item purchased on these jobs was

loaded into spreadsheets and sorted by the collocation component to which

they applied. For instance, all materials used in extending power cables to

the collocation site were separated into a power cable category. Similarly,
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the costs for cable racking, lighting, and aerial support were disaggregated

into their respective categories. These spreadsheets identified the cost of

each material item purchased and the amount purchased for the job. The

cost for each piece of material was then calculated by dividing the sum of

the total amount spent on each item for all 41 jobs by the total number of

items purchased. The material prices for a majority of the items included in

the study were based on these actual receipts.
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Q. WERE COSTS FOR COMPONENTS OF THE MODEL OTHER THAN

MATERIALS ALSO EXTRACTED FROM ACTUAL RECEIPTS?

A. Yes. The engineering and shipping charges were also taken directly from

receipts for the jobs studied. However, labor costs were not derived directly

from the receipts. The labor invoices for the jobs studied did not include

sufficient detail to identify labor by cost element (e.g., power cable). In

order to spread these costs to the individual components of collocation, the

group used the actual contracted labor rates for the vendors that performed

the construction to assign labor costs to the individual col location

components. The vendor price for installing a particular component of

collocation was applied against the number of components placed to derive

the labor costs for the jobs. The number of components placed was taken

from the actual material receipts. The calculated labor was then compared

to the actual invoiced labor receipts to assure the amount calculated was

reasonable. This comparison is identified on Exhibit 4. The last row on this

sheet identifies the average total receipts the Company incurred in

constructing these 41 jobs. The second to last line shows the sum of the

costs used in the Company study. The method the Company used to
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calculate labor on these jobs was $3,168 less than the actual labor costs it

incurred on the jobs. In other words, the calculated labor costs were within

91% of the invoiced labor costs for the jobs. The Company determined this

was a reasonable variance and proceeded with the study.

Q. WHY DID YOU CALCULATE THE LABOR COSTS BASED ON VENDOR

AS OPPOSED TO INTERNAL LABOR?

The vast majority of the jobs in the sample were constructed using outside

vendor labor, so the initial analysis required using a high level of vendor

sources.
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Q. DO YOU BELIEVE IT IS REASONABLE TO ASSUME THE USE OF 100

PERCENT OUTSIDE VENDOR LABOR IN DEVELOPING THE

COLLOCATION COST MODEL?

A.

A.

No. The Company model does not assume that outside vendor labor will

be used to construct 100% of the collocation facilities. As Mr. Dunkel

noted, the original model assumed 25 percent of al l  jobs would be

constructed by internal company labor. We have since revised this

assumption to reflect the use of internal labor 50 percent of the time. This

effectively reduces the labor rate to an average of internal and external

rates. The original filing of the Collocation Model (Study ID #4694) reflected

this revision. This is an example of how the study is modified to account for

changes in processes and costs over time. Since the reduction in the

number of collocation job requests, internal personnel have been able to

construct a growing portion of the collocation jobs and the studies have

been revised to reflect this fact.
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Q. HOW WAS THE MODEL COMPILED FROM THIS EXTENSIVE STUDY?

The average of the data gathered from the 41 jobs was compiled into a

study that reflected prices for the various elements of collocation. Those

collocation elements not constructed in the 41 job sample were then

modeled using the best available information. For instance, as would be

expected, the 41 careless collocation jobs did not include the cost of a

cage. Therefore, cage costs were subsequently added in the development

of the cage collocation study. The cage costs were derived from a study

performed by an independent firm and modified slightly to reflect an

analysis of cage construction price schedules submitted by 13 contractors.

Other elements were added to the analysis as needed. This includes

developing costs for new elements as they are defined. it should be noted

that in developing the caged collocation cost study, certain assumptions

were revised to reflect the difference between caged and careless

collocation. These changes included adding cable racking to extend across

the top of the enclosure and adding cages, among other revisions.

However, where possible, the actual costs from the careless jobs were

used to make these changes.

Q. How LONG DID IT TAKE THE COMPANY TO COMPILE THIS STUDY?

It took three people approximately three months to compile the information

contained in the careless study.
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A.

A.

Q. HAS MR. DUNKEL IDENTIFIED SOME COSTS THAT WERE NOT

DEVELOPED FROM THE ACTUAL COLLOCATION RECEIPTS?
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Not really, though some costs in the model are not derived from actual

collocation receipts. The specific rate he refers to in his testimony (at page

6, lines 7 - 15) is the labor rate listed in the power installation section of the

collocation model. Based on a Qwest response to an ACC data requests,

Mr. Dunkel postulates that Qwest used a labor rate from a vendor that 'did

not do any of the power and grounding feeder work' to calculate power

installation costs within the collocation model. The calculations in the power

show that the labor rate listed there (and referred to in the data request) is

not usedin any of the power installation cost calculations. This labor rate is

a remnant of a previous version of the model and plays no role in the

calculation of costs.
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A vast majority of the material costs are derived directly from actual

receipts. The labor costs, though not directly quantified on the receipts,

were based on the actual vendor prices for each function performed and

reconciled back to those sheets. The basis for the original study was actual

job costs. However, the fact that some costs were acquired from other

sources cannot be used to generalize that the studies do not include actual

costs.

Comparisons Between the Line Sharing Study and Qwest's DSL Study

22

23

24

Q. WHY DOES MR. DUNKEL COMPARE THE COMPANY'S RETAIL DSL

AND LINE SHARING COLLOCATION STUDIES?

4 ACC Request WD 06-148

A.
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Mr. Dunkel compares the two studies to determine whether the costs Qwest

includes in its own retail models are similar to the costs it has included in

the Line Sharing Collocation. He finds that the cost of Type 89 blocks of

$85.46 included in Qwest's current Line Sharing Collocation study is

significantly greater than the $44.00 cost for this item in its retail DSL study.

He also finds that certain facilities included in the Line Sharing Collocation

study are not incorporated into its retail DSL cost study. The facilities he

identifies as being omitted from the DSL study include cable racking, and

the aerial support structure holding the racking and lighting. Based on this

analysis he concludes that a significant portion the costs of Line Sharing

Collocation are unnecessary.

Q. DO YOU AGREE WITH THE CONCLUSIONS MR. DUNKEL MAKES

BASED ON THIS COMPARISON?
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No. First, he compares a Line Sharing Collocation study that was

developed last year to a DSL study that was filed with the FCC in early

1999. It would have been difficult to have incorporated costs from the Line

Sharing Collocation study which was begun in 2000, into a DSL retail study

that was filed a year before with the FCC. What Mr. Dunkel has identified is

that over time the Company has changed its studies to reflect better and

more current information. In 1996 and 1997, Qwest used the same block

costs in both its CLEC collocation and DSL studies.

period, the CLEC collocation study has gone through numerous revisions.

The retail DSL study was never updated until May 30, 2001, when it was

again filed with the Fcc5.

However, since that

FCC ADSL 256 Megabit Filing, May 30, 2001

A.

A.
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Q. DOES THE NEW STUDY INCLUDE A CABLE RACKING CHARGE?

Yes. There is a charge for cable racking of $81.10 per customer. This

charge includes the cost of the aerial support structure.

Q. WHAT IS THE COST FOR 89 BLOCKS IN THE NEW STUDY?

The cost for 89 blocks in the new study is $85.46 the same cost that is

included in the collocation cost study Qwest filed in this proceeding. Note

that this cost was based on the receipts for the 41 jobs the Company

studied to develop the collocation model.

Q. IS THE NEW DSL COST STUDY BASED ON THE SAME ASSUMPTIONS

AND INPUTS THAT WERE INCLUDED IN THE LINE SHARING STUDY?
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Yes. The effort was made to make them consistent when appropriate. It

should be noted that the Company's DSL offering does not include the use

of a centrally located splitter. The splitter is combined with the DSLAM

equipment in the same bay. This design difference would be comparable to

the Line Sharing Option where the splitter is located in the collocation space

of the CLEC and is charged nothing by Qwest for Line Sharing Collocation.

Vendor Labor

23

A.

A.

A.
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Q. DOES MR. DUNKEL DISPUTE THE COMPANY'S USE OF CONTRACT

LABOR IN DEVELOPING ITS PROPOSED COSTS FOR COLLOCATION

FACILITIES?

Yes. As I discussed above, Mr. Dunkel argues that the use of contract

labor, which has a higher unit cost than internal labor, is the sign of an

inefficient firm.

Q. DO YOU AGREE WITH MR. DUNKEL'S ASSESSMENT?
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Absolutely not. Collocators, not the Company, control the timing and the

number of faci l i t ies that must be constructed at any poiNt in t ime.

Contracts, with time frames that were established under the purview of

Commissions, require that these facilities be constructed over relatively tight

timeframes. As I have shown, demand for these facil ities fluctuates

significantly over time. The amount and timing of this construction is

completely beyond the control of this Company. In such a scenario, the use

of contract labor to meet large fluctuations in demand is not only an option it

is the preferable option. No efficient firm would hire a workforce to meet the

very peak demand for its services if that demand varies significantly over

time. Such an approach would be inefficient in that many of these

resources would be idle during periods of low demand. It would be patently

unfair to adopt standards, such as construction timeframes, that limit a firms

flexibility to control its workload while limiting the options the Company has

to meet the resulting fluctuating resource requirements.

A.

Q. DOES THE COMPANY ACTUALLY USE CONTRACT LABOR TO

CONSTRUCT SOME OF THESE FACILITIES?

A.
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Yes. All 41 of the jobs studied included the use of contract labor. The

study assumptions have been revised to reflect the use of this labor source

only one half of the time which is more consistent with the current trend. No

one has shown that the use of this labor source is either unreasonable or

imprudent. Many factors must be assessed to make such a conclusion.

Mr. Dunkel has perfumed no such analysis. The mere fluctuations in the

workload over time indicate that the use of contract labor is a reasonable

and efficient means of building these facilities. The final labor rate is an

average of internal and external charges.

11 Land and Building Factor and Power Factor

Q. DO THE REMAINDER OF THE STUDIES THE COMPANY FILED IN THIS

DOCKET INCLUDE SIMILAR LOADINGS?
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A. No. The Line Sharing study, because it is new, was developed outside of

the collocation model. New studies are compiled outside the model in order

to expedite their development. Once completed they are, as time allows,

built into the model. The collocation model does not apply these factors in

developing the nonrecurring collocation charges. The Line Sharing charges

have been revised to reflect this same practice. Ms. Gude has additional

testimony on the development and application of factors in the Qwest cost

studies that address this issue in more detail.

24 Depreciation Charges in Line Sharing Study

25

A.
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Q. DID THE COMPANY USE THE WRONG DEPRECIATION RATE IN THE

RENTAL CALCULATION IN THE LINE SHARING STUDY AS MR.

DUNKEL CLAIMS?

Yes. In the Line Sharing study the Company used the depreciation factor

for digital equipment in calculating its Space Rent Charge. Mr. Dunkel is

correct in this assessment.

Q. WAS THE SAME ERROR MADE IN THE DEVELOPMENT OF THE

SPACE RENT CHARGE FOR OTHER FORMS OF COLLOCATION (l.E.,

CAGED AND CAGELESS COLLOCATION)

No. As with the power and building factor, this was an issue that was

isolated to the Line Sharing study. The rental charge for both careless and

caged collocation applied the appropriate land and building depreciation

rates.

Overhead Loadings

Q. WHAT WERE MR. DUNKEL'S CONCERNS REGARDING THE

OVERHEAD LOADINGS IN THE COMPANY STUDY?
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A.

Mr. Dunkel compares the total expense loadings in the model to the

overhead loadings this Commission ordered in the last Cost Docket and

concludes that the Company's proposed expense loadings are excessive.

He then replaces the Company's total expense loadings with the 15%

Overhead Loading Factor adopted by this Commission in the last case to

derive his proposed adjustment.
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Q. WHAT PROBLEMS DO you HAVE WITH THIS ADJUSTMENT?

Mr. Dunker replaces factors that are designed to recover a multitude of

expenses with a Commission ordered factor that was designed to recover

only a small portion of those costs. The overhead factor, adopted by this

Commission in the last case, was designed to recover only overhead

expenses. This factor was developed based on an analysis of the 6700

expense accounts. The 6700 expense accounts are designed to account

for executive, human resources, accounting, research and development

and other costs generally considered as overhead costs. Many costs the

Company legitimately incurs are not reflected in these accounts. For

example, the costs of running the network (i.e., Network Operations) are not

reflected in this category of expenses. Similarly, the cost of the systems

used to track and record network operations fall outside of this expense

category. Numerous witnesses to this proceeding argue that advanced

systems allow for the efficient design and operation of the network. Mr.

Dunkel  has removed al l  these systems costs from his col location

calculations. In replacing al l  of Qwest's expense loadings with the

Mr. Dunkel eliminates numerous

categories of legitimately incurred expenses without any explanation as to

why they should be eliminated. He has completely misapplied the

Overhead Loading Factor to inadvertently eliminate legitimate expenses

from the model.

Commission ordered overhead factor,
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Q. IS Ms. GUDE PROVIDING ADDITIONAL TESTIMONY ON THIS ISSUE?

A.

A.

Yes. Ms. Gude has a more detailed description of how the Commission

ordered factor was developed and how Mr. Dunker has misapplied this
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factor. However, it is clear that the Commission developed this factor to

account for a certain category of expenses. Mr. Dunkel misuses that factor,

by using it as a replacement for all the expenses incurred by Qwest, most of

which fall outside of the categories of expenses which the factor was

designed to recover. El iminating large categories of costs by the

misapplication of a factor is not consistent with either TELRIC principles or

the Act.

Mr. DunkeI's Super Adjustment

Q. HOW DOES MR. DUNKEL ADJUST THE COMPANY'S COST STUDIES

TO ACCOUNT FOR THESE SUPPOSED DEFICIENCIES?

Mr. Dunkel uses his analysis of the Line Sharing collocation study to come

to the conclusion that all studies in the model overstate the direct cost of

constructing collocation facilities by 50 percent. He then uses his

misapplication of the Commission Ordered overhead factor to recommend

an overall reduction in the total collocation costs proposed by the Company

of 58 percent.
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Q. IS MR. DUNKEL'S ADJUSTMENT REASONABLE?

A.

A.

Absolutely not. Mr. Dunkel bases his collocation adjustment on an analysis

of one small component of the total collocation elements proposed by the

Company in this proceeding. The Line Sharing study calculates the costs

for a relatively minor collocation element. With the exception of his

recommendation to el iminate contractor labor, al l  of his proposed

adjustments to the model are directed to the Line Sharing study. Many of
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these adjustments are to correct errors that are in that specific study. Few

of his adjustments have any relationship to many of the components to the

much larger caged and careless collocation studies. For instance, there

are no power elements (i.e., power cable and DC power supply) in the Line

Sharing study, yet, Mr. Dunkel uses his analysis of this Line Sharing study

to recommend a 58 percent reduction in these power costs.

Other elements contained in the caged and careless collocation studies

but not in the Line Sharing study reviewed by Mr. Dunkel include: cages,

the termination cables that connect the collocutor's cage to the Qwest

network, and the entrance facilities that connect the collocation space to

the collocutor's facilities outside of the office. Mr. Dunkel's testimony does

not even comment on the existence of these elements and yet he

recommends reducing the cost for these elements by 58 percent. Mr.

Dunkel's proposed collocation adjustment is unreasonable and results in a

direct violation of the pricing requirements of the Act. Using a limited

analysis to recommend large, unsubstantiated adjustments to studies

never even discussed in his testimony is completely arbitrary and contrary

to the FCC's TELRIC rules.
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Q. HAVE YOU DONE AN ANALYSIS OF THE IMPACT MR. DUNKEL'S

SPECIFIC ASSUMPTION AND INPUT RECOMMENDATIONS WOULD

HAVE ON THE COLLOCATION COSTS THE COMPANY IS PROPOSING

IN THIS PROCEEDING?
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A. Yes. Exhibit 5 to my testimony compares the directly incurred costs

included in the Company's original filing to those same costs adjusted for

every specific finding contained in Mr. Dunkel's testimony. It should be

noted that the adjustments I have made to these direct costs are the same

adjustments Mr. Dunkel used to justify his 50 percent reduction to the direct

costs in the study. Note that this analysis only addresses the 50 percent

reduction in direct costs that Mr. Dunkel proposes. The remainder of the 58

percent overall reduction in cost he proposes is related to the

misapplication of the overhead factor as discussed in Ms. Gude's

testimony. Adjusting each study for every specific cost finding in Mr.

Dunkel's testimony results in a cost reduction of anywhere from 0 to 70

percent. The weighted average reduction to all of the elements is 10%.

The percentage adjustments identified in the far right column of this exhibit,

includes removing all cable racking and aerial support structure from the

calculation of the cage and careless Space Construction Charges. As

discussed above, Mr. Dunkel argues for the elimination of these charges

based on a comparison of an old DSL study to a new collocation study.

The new DSL study includes charges for these structures. Reducing the

cost of these structures in the cost of Space Construction increases

adjustments proposed by Mr. Dunkel 13 percent for Cageless Collocation

Space Construction and 17 percent for Caged Collocation Space

Construction. The Commission should not adopt a large unsubstantiated

and unquantifiable adjustment to the Company's cost studies based on

specific recommendations that have no relationship to the level of the

adjustment being proposed. Mr. Dunkel's proposed reduction to the direct
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cost of all collocation cost elements has no relationship to his specific

findings regarding these studies.

Q. HOW SHOULD THIS COMMISSION SET COLLOCATION PRICES IN

THIS PROCEEDING?
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This Commission should determine collocation costs through a process of

analyzing the specific assumptions and inputs to the model. A decision

should be made regarding each input or assumption. The adjustment to the

cost of the collocation elements should be based on the impact of applying

that specific assumption or input change. Adjustments to the Collocation

prices proposed by the Company should not be based on unquantifiable

guesses that have no relationship to the specific findings upon which they

are based.

15 D. Specific .Collocation Cost Issues-Joint Interveners

16 Quote Preparation Fee
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Q. DOES MR. LATHROP RECOMMEND REVISING THE COSTS FOR THE

QUOTE PREPARATION FEE?

A.

A.

Yes. Mr. Lathrop argues that the Quote Preparation Fee (QPF) proposed

by Qwest is excessive and could be duplicative of the engineering functions

contained in the Space Construction Charge. Mr. Lathrop's concerns that

the engineering costs in the Quote Preparation Fee are duplicative of the

engineering costs contained in the Space Construction Charge are identical
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to the potential "double recovery" concerns of Mr. Dunker discussed above.

Mr. Knowles, on the other hand, acknowledges the Company's position

regarding the Quote Preparation Fee when he stated: "If a contract has

provisions to collect and retain a Quote Preparation Fee, that fee would be

deducted from the construction charge" (Pg, 12) This position is totally

consistent with the Company position l reiterated previously in this

testimony.

Q. DOES MR. KNOWLES HAVE OTHER CONCERNS REGARDING THE

CALCULATION OF THE QUOTE PREPARATION FEE?

Yes. Mr. Knowles argues that the Company provided absolutely no backup

for this cost except "a single cost figure, without any explanation of how that

figure was calculated..". (Pg. 12) Mr. Lathrop on the other hand, proposes

specific changes to the Qwest study developing these costs. The

Company's calculation of the QPF charge, including all assumptions and

inputs, was specifically laid out in its nonrecurring cost model. Obviously,

these assumptions and inputs should be evaluated based on their merits in

this proceeding. However, claims that the Company provided no study are

unfounded, and should be disregarded.
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Q. HOW DO you ADDRESS THE JOINT INTERVENERS' CLAIMS THAT

THE COSTS PROPOSED BY QWEST ARE OVERSTATED?

A.

A.

The QPF proposed by Qwest, was developed based on the time estimates

of Company personnel involved in the processing of these quotes. Each

task was identified and assigned time requirements. Current labor rates

were then applied to the estimated times to derive the estimated costs for
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performing these functions. Mr. Lathrop has proposed a different set of

time estimates to certain tasks required in performing these functions.

Qwest used the best estimates of engineers involved in the actual

collocation process. Mr. Knowles relies on his own judgment. The level of

these charges must be set to recover the cost of providing these functions.

The Commission must determine which estimates best reflect these costs.

Q. WILL THE LEVEL OF THESE COSTS HAVE A SIGNIFICANT IMPACT

ON CLECS EARNESTLY SEEKING TO COLLOCATE IN A QWEST

CENTRAL OFFICE?

No. The level of the charges for the QPF will have little or no impact on a

CLEC that is earnestly seeking to collocate in a Qwest central office. The

Company proposes offsetting the QPF against the actual collocation job

costs once the job is completed. A CLEC that enters into a collocation

arrangement will pay the same amount regardless of the level of these

charges. The QPF, under the Qwest proposal, only affects those

companies that do not proceed with the purchase of a collocation site.

Q. IS MR. LATHROP CORRECT WHEN HE STATES THAT QWEST DID

NQT PROVIDE BACKUP FOR QPF?
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A.

A. No. The file labeled ENRC4.xls contains this data. I have printed the

Details Output tab of this worksheet and attached it as my Exhibit 6. This

spreadsheet shows the individual functions performed in the preparation of

quotes. A time estimate and the probability of occurrence for each function

are detailed. The people supervising or performing the individual functions

provided the data.
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1 Q. HAVE YOU BEEN ABLE TO VERIFY MR. LATHROP'S

2 CALCULATIONS THAT UNDERLIE HIS EXHIBITS AND

3 WORKPAPERS?

4

5
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7

No. At the time this testimony was being prepared Qwest had not

received a response to its data requests to Mr. Lathrop for an electronic

copy of all his model runs. Therefore, I have not been able to perform a

detailed analysis of his actual calculations.

Q. WHAT IS ENRC4.XLS AND How DOES ONE GET ACCESS TO IT?
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A. The ENRC4.XLS workbook is the TELRIC Non-Recurring Cost Model

(ENRC). It is the CM module that calculates the direct costs of QPF. It

multiplies work times by probabilities and labor rates for each QPF function

to calculate the direct cost of each function. It then totals the direct costs

for each function. The results of which are passed to the output of CM. To

gain access to ENRC the CM must be installed on the users computer.

Follow the directions on page 26 of the CM User Manual for opening the

output workbook. When the output workbook opens, click the menu item

Window and select ENRC4.

The Details Output tab of ENRC is described on page 20 of the ENRC User

Manual. User manuals and all other documents associated with CM may

be accessed by clicking the Help button on any of the user input screens.

Then select the Contents tab for a list of the documents. Acrobat reader

e Qwest Corporation's First Set of Data Requests to the CLECs, number pa.

A.

I
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1

2

3

4

must be installed on the user's computer. The user manuals and the other

documentation can also be found on the CD provided with this fil ing.

Search the CD for the Document folder.

5 Engineering Costs

Q. DOES MR. LATHROP'S PROPOSED COSTS ASSUME THAT THE QPF

WILL BE REFUNDED?

No. Mr. Lathrop has estimated each of these costs independently. As he

stated in his testimony, he had concerns whether these costs were

"duplicative" of each other. He then goes on to give a separate estimate for

each of these costs. There is nothing in his testimony that indicates his

estimates include duplicative charges. if Mr. Lathrop's proposal is adopted,

the QPF would not be credited against the costs for the remainder of the

construction of the collocation site. Doing so would preclude Qwest of any

recovery of these charges.
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Q. HAVE YOU REVIEWED THE INTERVENOR TESTIMONY REGARDING

THE ENGINEERING COSTS INCLUDED IN THE SPACE CONSTRUCTION

CHARGE THE COMPANY IS PROPOSING IN THIS DOCKET?

A.

A.

Yes. Mr. Lathrop and Mr. Knowles, both argue that these costs are

unreasonable and should be reduced. Mr. Lathrop proposes to reduce the

costs by fifty percent. Mr. Lathrop provides a cost from a Verizon study in

Washington and then states that engineers in his company indicate that

these costs should be no greater than $2,000. Both provide no further

backup for their estimates or recommendations.
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Q. How WERE THE ENGINEERING COSTS INCLUDED IN THE COMPANY

SPONSORED COST MODEL DEVELOPED?

The engineering costs included in the Qwest Collocation Model are based

on a study of 41 actual collocation jobs. The engineering costs for all 41

jobs were compiled from the actual job receipts, and contained in the tab

marked "E. 2.1 8t 3.1" in the collocation output spreadsheet. The total cost

for all 41 jobs were identified, however, the costs associated with the two

highest and two lowest cost jobs were not included in the calculation of the

costs used in the model. The engineering cost per job is based on the

average cost of the remaining 37 jobs. Thus, the Qwest proposed

engineering costs are calculated using the actual costs Qwest has incurred

in constructing collocation facilities. As stated above, costs currently being

incurred to construct facilities is the proper basis for estimating the costs of

constructing the facilities in the future.
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Q. DOES MR. LATHROP AGREE WITH THE APPROACH QWEST USED TO

DEVELOP ITS ENGINEERING COSTS?

A.

A.

No. Mr. Lathrop states that the vendor receipts do not include sufficient

detail to insure that the tasks performed relate to the collocation job

functions required to construct the collocation sites. Qwest has based the

engineering costs included in its models on the receipts from actual

collocation. The receipts for these costs are identified by job and listed on

the "E. 2.1 & 3.1 Engineering" tab of the Collocation Model. Mr. Lathrop

makes a few disparaging claims regarding these receipts and then
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proceeds to arbitrarily reduce the engineering costs included in the Qwest

model by 50%.

Q. DO you HAVE ANY COMMENT S REGARDING MR. KNOWLES'

PROPOSAL TO USE THE ENGINEERING COSTS PROPOSED BY

VERIZON IN THE WASHINGTON COST DOCKET?

Yes. Throughout his testimony, Mr. Knowles faults Qwest for using costs

that are not specific to Arizona. Yet, in recommending alternatives to

Qwest sponsored costs, he proposes using costs that are not reflective of

either Qwest or Arizona located operations. In fact, in the Washington

Docket to which Mr. Knowles refers, the Commission did not alter the

Qwest proposed collocation cost structure to reflect these Verizon specific

engineering costs.
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Selecting specific costs from a collocation model sponsored by another

company is a difficult proposition. The design of these models varies

dramatically by company. For instance, the engineering charge Qwest is

proposing in this Docket, as discussed above, includes the preliminary

engineering the Company incurs in preparing the original quote. To my

knowledge, no other company employs a similar cost design. It is also

possible that certain companies include engineering costs in the costs for

specific structures. The FCC, in i ts Second Report and Order on

Collocation, recognized that it was difficult to compare models across

lLECs, due to the structural differences in the various models.

A.

7 FCC Second Report and Order CC Docket 93-162, Released June 13, 1997, at Paragraph 131 .
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1
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Clearly, Mr. Knowles' approach of isolating individual cost elements from

cost models presented in other states is neither consistent with TELRIC

principles, nor the cost requirements of the Act. Any such proposals must

take into consideration the total design of the model to ensure all costs are

appropriately recovered. Mr. Knowles has performed no such analysis.

HVAC and Electrical Distribution Costs

Q. HAVE YOU REVIEWED THE JOINT INTERVENERS' POSITION

REGARDING THE HVAC AND ELECTRICAL DISTRIBUTION COSTS

THE COMPANY INCLUDES IN ITS SPACE CONSTRUCTION CHARGE?

Mr. Lathrop claims that Qwest has "double counted" by including the cost of

the HVAC (i.e., office heating and cooling) system and electrical distribution

costs in the calculation of both the space rental rate and the Space

Construction Charge. Again, Qwest is confronted with numerous claims of

"duplicative" charges. Based on this analysis, Mr. Lathrop recommends

removing these costs from the study.
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Q. COULD you GIVE A BRIEF DESCRIPTION OF HOW THE STUDIES

PROPOSED BY THE COMPANY ACCOUNT FOR HVAC AND

ELECTRICAL COSTS?

A.

A. Yes. HVAC and AC electrical costs are divided between two elements in

the Company's studies:

1. The building rental rate, and

2. The Space Construction Charge.
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It should be noted that the electrical costs Mr. Lathrop is referring to in this

segment of his testimony are related to the AC power network. DC power,

which is discussed below, is used to power telecommunications equipment.

Most other equipment is designed to use AC power, the form of power that

is generated by the power companies. AC power is used to power most

equipment and appliances that are not specifically designed for deployment

in the telecommunications network.

Q. How HAS QWEST DISSAGREGATED THESE COSTS BETWEEN THE

TWO RATE ELEMENTS?

HVAC is the system that is used to heat or cool the office to insure that

the telecommunications equipment functions properly. It consists of a

centralized heating and cooling facility and ducts that distribute the air

throughout the building. The AC electrical network consists primarily of

the wires and outlets that provide access to AC power throughout the

office. For purposes of the study, these costs were disaggregated

between the central systems that serve the whole office and the facilities

that distribute the warm and cool air and AC power throughout the office.

Costs for the centralized systems were included in the calculation of the

rent charge. The distribution network was included in the cost of the

space construction for physical collocation.
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A.

Q. IS MR. LATHROP CORRECT IN HIS ASSESSMENT THAT THE RENT

CHARGE INCLUDES HVAC AND ELECTRICAL COSTS THAT ARE

INCLUDED IN THE SPACE CONSTRUCTION CHARGE?
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No. A specific adjustment was made to the building rent calculation to

remove the cost of the HVAC and electrical distribution systems. Mr.

Dunker discusses this adjustment when he states Qwest "then backed out

certain costs for electrical and air conditioning." He goes on to state that

the Company then includes a specific charge for these elements in its

Space Construction Charge. Mr. Dunkel goes on to argue that the two

adjustments are not offsetting in that the level of costs removed from one

study are less than the costs included in the second. Despite this criticism,

the Company did make specific provisions to insure these costs were not

"double counted."

Q. WHAT IS YOUR CONCLUSION IN REGARDS TO MR. LATHROP'S

PROPOSED TREATMENT OF THE HVAC AND ELECTRICAL

DISTRIBUTION COSTS IN THIS PROCEEDING?

In his efforts to eliminate a supposed duplication of costs between studies,

Mr. Lathrop has insured that the Company will receive no recovery of HVAC

and electrical distribution costs. He removes the same costs from the

Space Construction Charge that the Company previously removed from the

calculation of the rent charge, insuring that these costs will never be

recovered. Denying recovery of a legitimate cost a company must incur to

provide collocation is a direct violation of the cost provisions of the 1996

Telecommunications Act.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

A.

Q.

A.

DO you AGREE WITH MR. DUNKEL'S ASSESSMENT THAT THE HVAC

AND ELECTRICAL DISTRIBUTION COSTS THE COMPANY INCLUDES

IN ITS SPACE CONSTRUCTION ARE EXCESSIVE?
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No. Mr. Dunkel compares the average per foot cost for placing these

distribution systems in a normal office to a specific estimate of the cost that

would be incurred to extend these networks to a particular location in the

office. It is normal that a specific cost estimate will vary from an average

cost for an office that is developed on a per foot basis. Both are useful in

certain circumstances, however, seldom will they produce the same exact

cost.

Q. DO YOU AGREE WITH MR. DUNKEL'S APPROACH OF BUILDING THE

COST OF THESE NETWORKS INTO THE RENTAL RATE FOR FLOOR

SPACE?
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No. Every cage requires electrical outlets and access to the temperature

control system. Extending these networks to these cages is most

appropriately recovered through nonrecurring charges for the reasons I

expressed previously in this testimony.

Q.

Entrance Facility

HAVE THE INTERVENERS EXPRESSED SPECIFIC CONCERNS

REGARDING QWEST'S PROPOSED COSTS FOR ITS ENTRANCE

FACILITIES?
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Yes. Mr. Lathrop and Mr. Knowles both argue that it is unreasonable to

include the cost of a dedicated manhole in the calculation of the TELRIC

price for this element. Mr. Knowles also criticizes the use of the assumption

that the cost of certain facilities is spread over only three collocators.

A.

A.

Q. WHAT IS YOUR RESPONSE TO THESE CRITICISMS?

A.
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The majority of their concerns are addressed by the changes to the

Entrance Facility costs have proposed previously in this testimony.

Although Qwest has in the past, and may in the future, constructed

additional manholes to facilitate collocation, the Company is no longer

seeking recovery of these costs in the Entrance Facility prices. This change

addresses virtually all the concerns expressed by Mr. Lathrop in his

analysis.

I

Q. WHAT HAVE YOU DONE TO ADDRESS MR. KNOWLES' CONCERN

THAT THERE ARE SEVEN COLLOCATORS PER OFFICE AS OPPOSED

TO THE THREE ASSUMED IN THE QWEST MODEL?
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A.

A.

Removing the manhole costs from the study largely mitigated his concern.

Most of the costs that were distributed using the three-collocator

assumption were removed from the study through this adjustment.

However, throughout his analysis, Mr. Knowles continues to refer to the

assumption that there are three collocators in each office as being contrary

to the Company's actual experiences in Arizona. Mr. Knowles is basically

misrepresenting the Company's position and the assumptions underlying

the Qwest sponsored cost models. Qwest's studies were constructed using

the assumption that there are on average three careless and three caged

collocations in every office. Thus, the Company sponsored collocation

model assumes that there will be, on average, six collocators per office.

The assumption that there will be six collocators per office is basically

consistent with the average of seven collocators per office frequently cited

by Mr. Knowles.
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Q. WHY DOES MR. KNOWLES ARGUE THAT THE COMPANY HAS ONLY

MODELED THREE COLLOCATORS PER OFFICE?

In many instances, the cost model spreads the cost associated with building

out a collocation area over three collocators. This distribution of costs is

completely consistent with the assumption of six collocations per office -

three caged and three careless. Caged and careless collocations have

significantly different characteristics, such as space requirements. For this

reason, they are generally located in separate areas of the central office.

Facilities built to serve careless collocations can seldom serve the caged

facilities located in a different area in the office. The Company's model

reflects this fact by correctly assigning costs related to careless collocation

to the number of careless collocations in the office. Conversely, costs

associated with caged collocations are assigned based on the number of

caged collocations in the office. Costs incurred to accommodate a

particular type of collocation are recovered from providers that opt for that

form of collocation.
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Q. WHY DID THE COMPANY ASSIGN ENTRANCE FACILITY COSTS TO

ONLY THREE COLLOCATIONS WHEN THESE FACILITIES CAN SERVE

ALL TVPES OF COLLOCATION?

A.

A.

Obviously, the facilities used to provide cable access to a central office are

available for use by all collocators in that office. However, only collocators

who have their own switch POPs use entrance facilities to access their

collocation site. In fact, of the 41 careless collocations jobs studied by the

Company to develop its collocation model, not one requested the use of an

entrance facility. Based on this study, the Company determined that, for
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the purposes of developing the cost study, approximately half the

collocators in the office would purchase entrance facilities.

Q. WOULD YOU HAVE ANY CONCERNS WITH A COMMISION

REQUIREMENT THAT THE STUDY REFLECT THE ARIZONA AVERAGE

OF SEVEN COLLOCATORS PER OFFICE AS OPPOSED TO THE SIX

CONTAINED IN THE COMPANY MODEL?

No. However, the Commission must specify the type of collocation it wants

to include. The assumptions apply separately to caged and careless

collocation jobs. Any changes to the assumptions must reflect the type of

collocation to which it applies.
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Q. DO YOU HAVE ANY OTHER CONCERNS WITH THE PARTIES'

RECOMMENDATIONS?

A.

A.

Yes. Similar to my concerns with Mr. Dunkel's recommendation, throughout

the joint collocators' testimony, they identify what they claim are specific

faults with the Company's inputs and assumptions. Rather than modify the

model inputs to correct this perceived error, they adjust all costs in the study

by some high level unsupported factor. For instance, in regards to entrance

facilities, Mr. Lathrop's testimony focuses on a single assumption in the

study. He states that including the cost of a dedicated manhole in the study

cannot be justified. Mr. Lathrop could have recommended that the

dedicated manhole cost be eliminated. Instead, Mr. Lathrop recommends

reducing all elements of the study by 33%. This reduction is applied to

among other items, the fiber cable connecting the collocation site to the

Company's cables outside the office. Not one witness stated a concern
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with the cost of these specific cables. Mr. Lathrop adjusts the cost of these

cables without identifying a single concern with the assumptions and inputs

used to develop these costs. Specific criticisms should be accompanied by

specific adjustments. A specific criticism should not be used as the basis

for large, unsubstantiated and arbitrary adjustments.

Power Cable

Q. DID MR. LATHROP PROPOSE ANY SPECIFIC CHANGES TO THE

COMPANY'S CALCULATION OF POWER CABLE COSTS?

Yes. Mr. Lathrop recommends that the cost for power cable in the Company

study be replaced by an average of similar cable costs from the RS Means

and Cobra Cable and Wire manuals. He states these costs are "several

percent" (for power cable) to fifteen percent (for ground cable) lower than

the costs for these same cables in the Qwest sponsored costs models. The

power cable costs used in the Qwest study were taken directly from the

actual receipts for the 41 jobs Qwest studied in compiling its model. The

actual verifiable costs of the cables used in constructing a particular facility

is a better gauge of the cost a company incurs than a price list in a manual.
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Q. DID MR. KNOWLES HAVE ANY CRITICISMS OF THE COMPANY'S

CALCULATION OF POWER CABLE COSTS?

A.

A. Yes. Mr. Knowles again criticizes the lack of Arizona specific data in

Qwest's development of the power cable cost. He then proceeds on a

discussion of power cable lengths in Washington, assuming again that they
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are indicative of Arizona's. Obviously I disagree with another of Mr.

Knowles quantum leaps in logic.

Q. HAVE YOU PREPARED AN EXHIBIT IDENTIFYING THE ACTUAL

POWER CABLE LENGTHS FOR ARIZONA SPECIFIC COLLOCATION

JOBS?

Yes. Exhibit 7 shows actual power cable lengths for all Arizona collocation

jobs. As illustrated on the exhibit, the average length of cables running to a

BDFB is 80 feet. The average length of cables running directly to the power

board is 177 feet. The average length for these two cables in the model is

83 feet and 183 feet, respectively. The model seems to be reasonably

reflective of actual results in Arizona.
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Q. DO YOU HAVE ANY OTHER CONCERNS WITH THE JOINT

INTERVENERS' RECOMMENDATIONS REGARDING POWER CABLE

COSTS?

A.

A.

Yes. The joint interveners are recommending that power cable costs be

recovered through recurring rates. As stated above, the use of recurring

rates for nonrecurring charges can only be justified if the Commission can

ensure that the Company will recover the cost it incurs in providing the

facilities. As discussed above, based on the recent history of abandoned

collocations, this standard cannot be met with regards to any dedicated

collocation facilities. However, in regards to power cable costs, AT8<T's

own witnesses have in numerous proceedings indicated concerns about

whether these facilities are, in fact, reusable. In his testimony in the current

Utah docket, Dr. England, in testifying for AT&T, recommended recovering
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these costs through nonrecurring charges. In his rebuttal testimony in Utah

(page 7), Dr. England states that the initial power feed "is not necessarily

reusable". In Minnesota AT&T, using the same reuse standard, proposed

nonrecurring rates for power cable. This is the first proceeding in which

AT&T has adopted the position that power cable charges should be

recovered through recurring rates. They make the claim that these facilities

can be reused, at the same time they are expressing concerns about the

ability to reuse this equipment in another state. AT&T is unsure whether

these facilities will be reused. Clearly, this Commission cannot find that

adopting the use of recurring rates for power cable will ensure Qwest

recovers these costs.
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Q. DO THE JOINT INTERVENERS AND THE STAFF EXPRESS CONCERNS

WITH THE COMPANY'S PROPOSED COSTS FOR TERMINATIONS?

A. Yes. Mr. Lathrop argues that the costs for the connection blocks contained

in the models are excessive. He bases this conclusion on a comparison the

block cost in the Qwest sponsored cost analysis and costs he obtained from

Verizon Supply and Power & Telephony Supply. Mr. Dunkel argues that the

89 block costs included in the study are vastly different than the block costs

included in the Qwest DSL study provided to the FCC in 1999. Again, Mr.

Lathrop claims that Qwest does "nothing more than give conclusory cost

numbers without providing any data on how those numbers were derived."

He then reverts to his standard recommendation that the Commission defer

to the Verizon cost studies filed in the Washington cost docket.
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Q. WHAT ARE TERMINATIONS?

Terminations are the connections between the CLEC collocation

arrangement and the Qwest network. For instance, if a CLEC purchases an

unbundled loop and wishes to route that loop through its collocation

facilities to its own network, it will require a cable to route that loop from the

Qwest network to its collocation cage. These connections to the Qwest

network are terminations.

Q. IS MR. KNOWLES CORRECT WHEN HE STATES THAT QWEST

PROVIDED NO INFORMATION SUPPORTING ITS TERMINATION

COSTS EXCEPT "CONCLUSORY COST NUMBERS"?
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Qwest based the calculation of the cost of terminations, similar to the

majority of the costs in its model, on its study of 41 actual collocation jobs.

The material prices for this element were taken directly from the actual

material receipts for the jobs. These receipts were provided. The receipts

for each individual item used in constructing the facilities were accumulated

into a worksheet to develop the average cost for the item. This worksheet

was provided. Placement costs were derived by applying a weighting of

internal labor rates and external contractor prices to the actual average

number of specific materials placed in building the 41 collocations. This

labor weighting was supplied.

Q. DO yo u AGREE WITH MR. LATHROP'S RECOMMENDATION

REGARDING THE COSTS OF BLOCKS?

A.

A.
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1 No. As stated previously, I believe that the actual expenditures from

receipts are a better gauge of costs than standardized price lists.2
3

Q. HAVE YOU BEEN ABLE TO REVIEW THE CHANGES MADE BY MR.

LATHROP TO QWEST'S COLLOCATION MODEL?

4

5

6

7

8

9

10

11

12

No. Qwest requested electronic copies of all model runs. (Interrogatory pa)

The file that we received was corrupt. The joint interveners have not yet

replaced the file. Qwest believes that the inability of the joint interveners to

provide a readable file removes from consideration any rates proposed by

the joint intewenors until which time Qwest is given a readable copy and is

allowed to comment on the file.

13 VII. HAI SWITCHING

14
15 Q. WHY IS THE HAI 5.2A INAPPROPRIATE FOR USE IN DETERMINING

16 THE COST OF SWITCHING?

17

18

19

20

21

22

23

24

A.

A.

A.

The HAI 5.2a switching costs do not meet a test of basic reasonability and

are unreasonably below actual cost. This can be determined from a

simple comparison test. Based on the Density Zone Report from the

default run advocated by AT&T, the investment in the Digital Electronic

Switching account (account 2212) from the ARMIS Inputs tab (of the HAI

5.2a results workbook) is $985,074,000. The USOA Detail tab (of the HAI

5.2a results workbook) reports that the total account 2212 investment

computed by the HAI 5.2a is only $287,554,000. HAl 5.2a is intended to
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1

2

3

4

estimate TELRIC costs and, as such, the investment on the books may

differ from the TELRIC based investments. However, estimating the

investment to replace the same network to be less than 30% of the actual

booked investment raises the red flag that there is something clearly

5 wrong with the model.

6

7

8

9

10

11

12

The Digital Electronic Switching prices may have decreased over the last

decade or so, but they have not come down by any percentage

resembling the 70% that the HAI 5.2a implies. The Telephone Plant

Indices (TPls) developed by Joel Popkin and Associates show that the

cost of digital switching has actually increased 6.7% from 1988 to 2000.

Furthermore, much of the booked investment has been made in recent

13

14

15

16

years in Arizona (almost one third of the lines in Arizona have been digital

replacements of analog lines installed within the 4 year period ending

December 2000). Therefore, the booked investment ought to be much

closer to the current or forward-looking investment than HAl 5.2a

17 estimates

18

19 Q. WHY ARE THE DIGITAL SWITCHING INVESTMENTS SO Low IN HAI

20 5.2A?
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1

2

3

Primarily because HAI 5.2a estimates its switching investments using the

algorithm that the FCC ordered in its USF Inputs Orders (see 4.1.9 and

4.1 .10 of the HAI Release 5.2a Input Portfolio documentation).

4

5 Q. WHAT IS WRONG WITH BASING THE SWITCHING COSTS ON THE

6 FCC'S SWITCH INVESTMENT ALGORITHM?

7 The FCC's algorithm does not include the ongoing upgrade investments

8 necessary to keep a switch technologically current once it is installed. Nor

9

10

does it properly reflect the costs of those lines that need to be added to a

switch as customer demand increases over the l i fe of the switch.

11

12

13

14

15

According to Appendix C of the FCC USF Inputs Order, this algorithm is a

result of a regression analysis performed on data from depreciation rate

reports filed by LECs for switches installed from 1983 to 1995 and upon

similar data from LEC reports to the RUS. However, a large proportion

(70 percent) of the nearly 3,600 observations were excluded from the

16 study data so that only 1,085 observations were actually employed. The

17 cause of most of the excluded observations was that the switches were

18 installed more than three years prior to the reporting of their book-value

19 costs. This adjustment was made by the FCC to reflect the cost

20

21

associated with the purchase of a new switch. As a result, the investment

associated with adding lines to existing switches and with upgrades to

A.

8 CC Docket 96-45 1 o'*' Report and Order released November 2, 1999.

A.
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1 existing switches is effectively

2

3

and intentionally - omitted. Generally

little, if any, investment is made to add capacity to or upgrade a switch

Also, the FCC data was not

4

within 3 years of its initial installation.

adjusted for certain accounting anomalies that would allow it to reflect a

5 more complete view of switch cost.

6

7 Q. WHY IS IT INAPPROPRIATE TO EXCLUDE THESE INVESTMENTS?

8

9

Because any efficiently run telecommunications company face.d with real

world circumstances makes these prudent investments.

10

11 WHY ARE THE INVESTMENTS ASSOCIATED WITH ADDING LINES

12 TO AN EXISTING SWITCH EFFICIENT?

13

14

15

16

17

18

19

20

A.

A.

Once Qwest has invested in a given vendor's switch, it cannot add

another vendor's lines to that switch. This is analogous to the razor company

selling the razor and providing the only blades that fit the razor. Over the life of

an initially installed switch many lines will need to be purchased to accommodate

growth to that switch. This is a real and significant cost to Qwest, especially in

Arizona where line growth is almost 5% per year. Assuming the average switch

life of 10 years at 5% growth per year, a switch with 40,000 lines installed initially

would have another 20,000 lines installed at the price per growth line (i.e.,

Q.
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1

2

40,000 lines x 5% x 10 years, assuming non-compounded growth).9 Adding

lines later does avoid the need to pay for unused excess capacity in the initial

3 order.

4

5 Q. DOES HAI 5.2A INCLUDE THE COST OF ADDING LINES TO A

6 SWITCH?

7 A:

8

9

10

It doesn't include them entirely. It computes the unit switching costs - the

Analog Line Port and the Per Switch Minute of Use (MOU) - assuming all

lines are purchased at the lower initial price. This, it may be argued, is

because HAl 5.2a is trying to determine the initial cost of a switch.

11

12

13.

14

15

However, per the Telecommunications Act of 1996, the providers of UNEs

are entitled to recover their costs. Adding capacity (processor, memory,

or lines) to a switch over its life is a legitimate cost of doing business. So

clearly this is one reason that the HAI 5.2a inappropriately understates

digital switching investments.

16

17 Q. ARE THE COSTS OF UPGRADING SWITCHES SIGNIFICANT?

18 A. Yes. In the 4 years ending in December of 2000, Qwest spent over $235

19 million upgrading its digital switches. This translates to $3.71 per line per

9 In other words, 33% of the lines installed over the life of a switch are purchased as growth
lines. In Exhibit 10 a more sophisticated approach estimates this to be 28.4° /> of the lines.
This is done by applying time value of money techniques to reflect that the growth lines will
be purchased at a later date than the lines initially installed.
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1

2

year. Again, assuming the average life of a switch is 10 years, this adds

$37.10 per line to the HAI 5.2a's assumed per line investment of $87.

3

4 Q. WHY SHOULD THESE UPGRADE COSTS BE INCLUDED IN THE

5 TELRIC COSTS?

6

7

8

9

10

11

These costs are a legitimate cost of doing business and are necessary.

Upgrades are triggered by operating system software upgrades which in

turn may require hardware upgrades, too. (For example, operating

software upgrades require more memory hardware. Furthermore, after

multiple upgrades, the memory capacity of the processor in the switch

may be exceeded and the processors themselves will need to be

12

13

replaced.) The trigger for these upgrades is often a regulatory or

legislative mandate. Some examples over the last few years are: the

14 Communications Assistance for Law Enforcement Act requirements that

15

16

17

18

19

20

21

could only be met by upgrading to the 5E14 Generic operating software in

its LESS switches, number pooling requirements - assigning blocks of

telephone numbers to carriers in increments of 1,000 rather than 10,000

in order to conserve telephone numbers, international direct digit dialing

expansion to 15 digits, inter-lata equal access implementation, and

flexible automatic number identification (ANI) implementation to facilitate a

2 digit ANl code identifying payphone owners for carrier compensation

22

A.

purposes.
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1

2

3

4

5

6

7

8

9

10

11

Even if one of these mandates doesn't come along for a few years, Qwest

has learned that it is less costly to keep current with the vendor's

operating software than to have to catch up when a mandate does come

along. When CIC code software was mandated, for example, Qwest (U S

WEST at the time) was four generics behind in its 5ESSs. In order to get

the CIC code software, U S WEST was required to purchase all four

upgrades at a higher cost than had it purchased them closer to the time

they were released. Furthermore, by keeping relatively current on the

operating software, Qwest is able to offer new features and functionality to

its customers that would otherwise be unavailable.

12

13 Q. How DO YOU KNOW THAT THE HAI 5.2A IS NOT INCLUDING THE

14 UPGRADE COSTS?

15

16

17

18

19

20

21

22

A. These costs are operating software upgrades and hardware upgrades. It

has already been established that the FCC methodology used to estimate

the switching investment in the HAI 5.2a was designed to eliminate

upgrade mosts. Furthermore, the operating software upgrades were

expense items - not investment items. Therefore, the operating software

upgrades were not included in the depreciation reports filed with the FCC

because software that is expensed is not depreciated. Therefore, no

operating software upgrades were included in the FCC switch study data.
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1

2 Q. YOU SAY THE OPERATING SOFTWARE UPGRADES WERE

3 EXPENSE ITEMS. IS IT POSSIBLE TO INCLUDE THE SOFTWARE

4 EXPENSE IN THE HAI 5.2A WITH AN EXPENSE FACTOR?

5

6

7

Yes, it could. However, the HAI 5.2a expense calculations are based on

year 2000 data. Beginning in 1999, Qwest began to capitalize the

operating software upgrades. Therefore, unless the HAI sponsors made

8

g

10

undocumented expense adjustments to include operating software

upgrades, those expenses are not included in HAI 5.2a switch costs. I

think it is safe to say that these costs are not included in the HAI 5.2a

11 expenses.

12

13 Q. ARE THERE OTHER PROBLEMS WITH THE HAI 5_2A'S USE OF THE

14 FCC SWITCHING INVESTMENT ALGORITHM?

15

16

17

18

19

20

A.

Yes. The run of the HAI 5.2a which AT&T is advocating sets the "Analog

Line Circuit Offset for DLC lines, per Line" equal to $30. In 4.1 .7 of the

HAI 5.2a Inputs Portfolio documentation, this input is described as "The

reduction in per line switch investment resulting from the fact that line

cards are not required in both the switch and remote terminal for DLC-

served lines". The default value of $30, which is used in AT&T's
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1

2

advocacy, is supported as being "Calculated in FCC Inputs Order". This is

not correct. The FCC specifically rejected the use of this input.1°

3

4

5

6

7

8

This offset of $30 per line is significant, especially when one considers

that the per line cost in the FCC switch investment algorithm is only $87.

Since the depreciation data upon which the switch costs were based

already reflects the use of digital lines, we agree with the FCC that, if the

switch investment algorithm is used, the offset should be set to zero.

9

10 Q. IS THE HAI SWITCHING MODEL LOGIC DIFFICULT TO FOLLOW?

11

12

13

Yes. Though HAI may not be a black box, it is at least a gray box. It is a

gray box because of its convoluted, undocumented algorithms. It is very

difficult to track logic from cell to cell inside the model. For example, in

14

15

16

the "wire center investment" tab of the "R52_switching_io.xls"

spreadsheet, the autonomous switch investment per line is calculated as

follows:

17
18
19
20
21

=IF(F2=0,0,IF(sw type="A",B2/F2*VLOOKUP(F2/B2/line fill,sw_inv
__ I _._ ._ t
bl,IF(OR(BY2=8,BY2=1 ),5,11))/Iine_fi|I-inputs!$C$24*((BE2)/C2-
inputs!$C$26)+(Z2*inputs!$C$97/2)*0,|F(AND(sw_type=" H" ,B2>1 ),(
B2-1 )/F2*VLOOKUP(F2*(1 -

bl IF(oF1(By2=§By2=1),2,8))+vLooKup(F2/B2/line FM,sw inv_

A.

10 Paragraph 325 of the order states: "In the Inputs Further Notice, we tentatively concluded that
the "Analog Line Circuit Offset for Digital Lines" input should be set at zero. We now
affirm that conclusion". Paragraph 327 of the order goes on to say: " The record contains
no basis on which to quantify savings beyond those taken into consideration in developing
the switch cost. We also note that the depreciation data used to determine the switch
costs reflect the use of digital lines. The switch investment value will therefore reflect
savings associated with digital lines."
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1
2
3
4
5
6

1/B2)/B2/lir1e_fill,sw__inv__tbl,IF(OR(BY2=8,BY2=1),2,8))+VLOOKUP
(F2*(1 _
1/B2)/B2/line__fill,sw__ir1v_tbI,IF(OR(BY2=8,BY2=1 ),5,11))/|irle_fi||-
inputs!$C$24*((BE2)/C2-
inputs!$C$26)+(Z2*inputs!$C$97/2)*0,0)))*sw_irnstaII_mult

7 It is difficult to determine if this calculation is even used in AT&T's

8 advocacy, let alone what it means if it is.

9

10 Q. DESPITE THESE DIFFICULTIES, ARE THERE ANY OTHER

11 PROBLEMS WITH THE HAI 5.2A'S USE OF THE FCC SWITCHING

12 INVESTMENT ALGORITHM THAT you WERE ABLE TO IDENTIFY?

13

14

15

16

17

18

19

20

21

22

23

24

25

A. Yes. The HAI 5.2a appropriately divides the working lines by a fill factor

before multiplying by the variable per line switch investment of $87.

However, HAI 5.2a uses a fill factor of 94 percent. There are two reasons

the use of a 94 percent fill factor is problematic. First, the DLC fill factor is

significantly lower than this and does not appear to be reflected at all in

this 94%. Based on Arizona actuals, the ratio of digital working lines to

digital lines of capacity is 43%. The second reason the use of a 94

percent fill factor is problematic is that even if only the analog line fill were

appropriate, 94% is much too high. Perhaps if this was only an

administrative fill it would be reasonable. The HAI 5.2a model deceptively

calls this input Switch Port Administrative Fill because it is close to the

industry standard and Qwest's objective for administrative fill - about 95%.

However, HAI 5.2a defines this fill as 'the percent of lines in a switch that
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1 are assigned to subscribers compared to the total equipped lines in a

2 switch" (see 4.1 .4 of the HAI 5.2a Inputs Portfolio documentation). The

3 overall fill , as the HAI 5.2a definition implies, is much lower because it

4

5

6

7

8

9

10

11

must also reflect that enough switch capacity must be purchased to allow

for growth (i.e., lines need to be available for new customers) in addition

to the administrative lines. It should also be noted that the only place fill is

taken into consideration in the switching algorithms within the HAI 5.2a is

with this single fill factor. So, unless lines that are purchased in

anticipation of providing timely service for future new customers are

reflected in this fill, they are not accounted for at all in the HAI 5.2a.". The

actual analog line fill for the state of Arizona is 80%.

12

13 Q. IS THIS OVERSTATED FILL A SIGNIFICANT UNDERSTATEMENT OF

14 COST IN THE HAI 5.2A?

15 A.

16

17

18

19

Yes. The HAI 5.2a divides the working lines by this 94% fill to get total

lines of capacity. The HAI 5.2a estimates 2,959,791 switched working

lines so, after dividing by 94% the model estimates that there are

3,148,714 lines of capacity which it then multiplies by $87 to get the

variable switching investment of $273,938,103. If the actual analog line fill

11 The fact that lines are installed in anticipation of growth is not accounted for by acknowledging
that growth lines cost more than initial lines. Both need to be considered. Lines do cost
more on average than initial lines and not all lines purchased, regardless of the price paid,
will generate revenue. Thus, it is appropriate to take the average price per line - both
growth lines and initial lines ._ and divide by the average fill to get the cost per revenue
producing line. See Exhibit 9 lines 10 and 14.
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1

2

3

4

of 80% were used, the cost would be $321,877,271 (2,959,791 lines /

80% fi l l  * $87 per l ine of capacity). Thus, even without taking into

consideration the lower digi tal  l ine f i l l  of 43%, the HAI 5.2a sti l l

understates the switch investment by $47,939,168.

5

6 Q. OTHER THAN THE SWITCHING INVESTMENTS THAT THE FCC

7 SWITCH ALGORITHM NEGLECTS, ARE THERE OTHER LEGITIMATE

8 SWITCHING COSTS THAT THE HAI 5.2A DOES NOT INCLUDE?

g Yes. In addition to operating software, Qwest must also purchase

10

11

12

application software. This is the software that enables the switch to

provide vertical features. This software is not included in the switch

investment algorithm because until 1992 it was expensed. At that time

13

14

15

16

Qwest began capital leasing this software which resulted in booking it to

account 2681 .4 Intangible Capital. The other RBOCs continued to

expense it. As such, there is no way the depreciation reports upon with

the FCC's switch costs could have included this software.

17

18 Q. IS THIS SOFTWARE INCLUDED IN THE HAI 5.2A IN SOME OTHER

19 WAY THAN THROUGH THE SWITCH INVESTMENTS?

20

21

22

A.

A.

Again, considering the gray box, the answer to this appears to be no.

Intangible Capital is not included in the computation for

depreciation/amortization, so these costs are not included in that
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1

2

calculation. Furthermore, amortization expense is not included in the

expense factors in the HAI 5.2a.

3

4 Q. IS THIS SOFTWARE SIGNIFICANT.

5 Yes. In 1998 through 2000 Qwest spent over $78 million per year on

6

7

8

9

10

application software. (This excludes amounts spent for wireless and

Local Number Portability).12 Based on the 17,379,681 working lines in

Qwest switches, this translates into $4.53 per line per year. Again,

assuming a 10 year life of a switch, this translates into another $45.30 per

line that the HAI 5.2a does not include in its $87 per line investment.

11

12 Q. WHAT OTHER CONCERNS DO YOU HAVE WITH THE COMPUTATION

13 OFTHE END OFFICE SWITCH UNE COST PER MINUTE OF USE IN

14 THE HAI 5.2A?

15 HAI does not use bil lable minutes of use as the denominator in its

16

17

18

19

20

21

A.

calculation of the end office switching cost per minute. The minutes used

in the denominator are based on dial equipment minutes (DEMs).

Originating DEMs are measured from the time the calling party picks up

the phone. However, originating UNE minutes of use are not billed until

the called party answers for intraLATA calls or until the trunk to the INC is

seized in the case of interLATA calls. The DEMs are 4.4% more than the
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1

2

billable minutes, which implies that the cost per minute should be 4.4%

higher in HAI if the denominator were properly calculated. (See Exhibit 8).

3

4 Q. ARE THERE OTHER PROBLEMS WITH THE WAY THE HAI 5.2A

5 TREATS SWITCHING RELATED CCSTS?

6 Yes. The HAI 5.2a does not include many vertical feature related costs.

7

8

These are the application software costs, SS7 costs and some feature

hardware related costs. As discussed above, the applications software

9 costs are not included in the HAI 5.2a..

10

11 Q. AREN'T FEATURE HARDWARE INVESTMENTS INCLUDED IN THE

12 DEPRECIATION STUDIES UPON WHICH THE FCC SWITCH

13 ALGORITHM IS BASED?

14

15

16

17

What is included in the FCC depreciation reports is not definitive.

However, since the early 1990's, when those depreciation reports were

filed with the FCC, input/output ports, recorded announcements and

conference circuits have had to be added due to new features and

18 increased demand for existing features. So clearly the FCC Switch

19 Algorithm does not include these investments.

20

A.

A.

12 LAMS reports, which detail the application software purchases made over the study period,
were used to identify and exclude these costs.
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1 Q. PLEASE SUMMARIZE WHAT ADJUSTMENTS WCULD HAVE TO BE

2 MADE TO AT&T'S END OFFICE SWITCHING ADVOCACY TO

3 ADDRESS YOUR CONCERNS?

4

5

6

7

8

g

10

11

12

13

Please refer to Exhibit 9. The "HAI as Filed" column shows approximately

how HAI computes the AT&T advocated switching UsEs."' The "HAI

Adjusted" column shows most of the adjustments that I have advocated

above. Finally, the last column shows comparable values from Qwest's

ICE model that I am advocating. In summary, if most of the appropriate

adjustments l have discussed in this testimony are made to the HAI run

that AT8<T is advocating, the cost per minute is $.00221 versus. liM's

$.00260 and the cost per line port is $1 .59 versus. liM's $1 .28 (see lines

37 and 41 of exhibit). The bottom of the exhibit shows the adjustment that

needs to be included should the feature applications software be included

14 in the per line UNE rate. This would increase the cost per port to $1 .96.

15

16 Q. DOYOU HAVE ANYCOMMENTSONTHETANDEM COSTS INTHE

17 HAI 5.2A?

18 Yes.

19

The total investment in tandem switching is significantly

understated. The HAI 5.2a estimates only 31 ,125 tandem trunks (sum of

20 HAI 5.2A Density Zone Report, Investment Inputs tab, cells BU21 , BW21

A.

A.

13 Again, due to the gray box effect and AT&Ts inadequate response to Data Request No. 101, it
is hard to precisely determine how HAI computes its switching costs. However, Line 19 -
Total Investment Before Upgrades - is within 4% of the comparable value in HAl found in
cell KG of the EO Switching tab of the HAI 5.2a Density Zone Report.
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1 and BY21). Exhibit 11 is a reasonability check showing that the number

2 of tandem trunks should be more than three times this amount. This

3

4

Exhibit noes not purport to be an actual trunk count, but is offered as a

reasonable estimate to point out that the HAI 5.2a must have some

5

6

7

8

significant errors and inconsistencies in the tandem trunk calculations.

The calculations in the HAI 5.2a for tandem trunks are so cryptic they are

very close to being a black box. Suffice it to say that the outcome of the

calculations is ridiculously low.

9

10

11

12

The HAI 5.2a estimates the investment per tandem trunk to be $100.

While this is a questionable value, it can be used to show how significantly

the tandem costs are understated. Based in the 97,273 tandem trunks

13

14

15

16

17

18

19

computed in the reasonability check above, and the 31,125 trunks upon

which the HAI 5.2a computes its tandem investment, the HAI 5.2a is short

66,148 trunks. Multiplying by $100 per trunk gives a understatement of

$6,614,800 The total investment in tandem switching in the HAI 5.2a is

$3,999,023 (see cell KG of Tand Switching tab of the HAI 5.2A Density

Zone Report). This means that the tandem switching costs should have

been $10,613,870 or 2.65 times what the HAI 5.2a computes.

20

21

22

VIII. MULTIPLE DWELLING UNITS
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1 Q. HAVE YOU REVIEWED DR. COLLINS' TESTIMONY IN THIS

2 PROCEEDING?

3 Yes. Dr. Coll ins recommends a separate rate for multiple tenant

4

5

6

7

8

environments (MTEs). He also recommends that Qwest reconfigure their

distribution plant on MTEs to provide a single Minimum Point of Entry

(MPOE) within 12 inches of the property line. He further advocates that

the cabling from the MPOE to the individual buildings should be sold to

the building owners at net book value.

g

10 Q. WHAT IS A MULTIPLE TENANT ENVIRONMENT?

11

12

13

14

15

16

17

A multiple tenant environment is a building or a single piece of property

with numerous buildings, owned by one person or entity, in which there

are numerous tenants. If the MTE is a single piece of property with

numerous buildings attached to a common terminal, I will refer to it as a

campus arrangement. The tenants in an MTE can be either individuals or

businesses, the key factor being there are a large number of customers in

one or more buildings owned by a single entity.

18

19 Q. DOES QWEST PROVIDE CLECS ACCESS TO MULTIPLE TENANT

20 ENVIRONMENTS?

21 Yes. The FCC requires lLECs to allow for loop access at any accessible

22 terminal. CLECs can technically access a MTE at several different

23

A.

A.

A.

terminals in the network. In virtually all multiple tenant environments,



Arizona Corporation Commission
Docket No. T-00000A-00-0194
Qwest Corporation
Rebuttal Testimony of Garrett Y. Fleming
Page 99, June 27, 2001

1

2

3

4

5

6

there is a building terminal or complex NID attached to or inside the

building. in addition, at times there is a separate terminal or feeder

distribution interface that serves numerous buildings on a single piece of

property. Since both of these two points are accessible terminals, Qwest

provides CLECs the opportunity to interconnect at these terminals or

NlDs.

7

8 Q. PLEASE EXPLAIN WHAT IS MEANT BY THE TERM "INTRA-BUILDING

g CAB LE "?

10

11

12

13

14

Intra-building cable consists of the Qwest owned facilities inside of a '

building that the company serves. This charge would only apply when

Qwest owns some or all of the cable located inside the building. The cost of

this element includes building terminal and any Qwest owned cable and

wire located on the customer side of that terminal. When Qwest does not

15 own the intra-building cable this charge would not apply.

16

17 Q. WHAT IS AN "UNBUNDLED DISTRIBUTION SUB-LOOP"?

18

19

20

21

A.

A.

The Unbundled Distribution Sub-Loop is a facility that extends from

Sewing Area Interface (SAI) or Feeder Distribution interface (FDI) to the

Network interface Device or other point of demarcation at the customer

location. The point of demarcation is where the Qwest owned facilities
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1 end and the customer owned facilities begin. This distribution sub-loop

2 consists of:

3

1. The facilities required to cross connect at the sewing area interface
(SAI) or feeder distribution interface (FDI),

2. The wires between the FDI and the customer NID or building terminal,

3. The simple or complex NID or building terminal at the customer
residence, and

4
5
6
7
8
9

10
11
12
13
14
15

4. Any Qwest owned intra-building cable that may exist in the customers'
premises.

16

The Company proposes De-averaging this element using the same

method used to De-average the unbundled loop.

17

18
19

B. Pricing Principles for Interconnecting at a Multiple Tenant Environment

20 Q. WHAT APPROACH SHOULD THIS COMMISSION USE IN PRICING

21 THE ELEMENTS you JUST DEFINED?

22

23

24 elements.

25

26

27

28

A. The TELRIC principles established by the FCC as modified by the Eighth

Circuit Court of Appeals must be used to cost all unbundled network

Section 251 ©(2) of the 1996 Telecommunications Act

requires that incumbent local exchange carriers allow competitors to

interconnect with their networks at any technically feasible point. In return

Section 251©(2) provides that the ILEC will be compensated on rates and

terms that are reasonable as defined by sections 251 and 252 of the Act.
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1 Section 252(d)(1) states that reasonable rates are those that "are based

2 on the cost of providing the interconnection or network element...".

3

4 Q. DO you RECOMMEND THAT CAMPUS WIRE BE PRICED AT A

5 LEVEL THAT IS DIFFERENT FROM A NORMAL DISTRIBUTION SUB-

6 LOOP?

7 I

8

9

No. There are three primary reasons would not recommend costing

these arrangements any differently than any other campus or multiple

tenant arrangement that is fed from a normal feeder distribution interface

10 (FDI):

11

12

13

14

15

16

17

18

19

20

21

22

23

1. It would be unreasonable to design a rate structure that has different

prices for two similarly configured distribution arrangements simply

because the terminal serving one of the areas is the feeder distribution

interface,

2. No cost models offered to this Commission include the design for a

campus arrangement that includes multiple buildings fed from a

terminal that is not the FDI, and

3. Competition will be impaired in non-MTE distribution areas if MTE's

are removed from the calculation of the average subloop distribution

costs and priced separately.

24

25

A.

It is important to remember that numerous loop or subloop configurations

exist in the current network. In certain instances there may be more than

one terminal between a central office and a specific building or premise.
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1

2

3

4

5

The variations in these designs can be purely a product of when the

facilities were planned or placed. In some instances a campus

arrangement could develop in an area that is served by an existing feeder

distribution interface. In such an instance, the Company may decide to

place a terminal between the existing FDI and the buildings on the

6

7

8

9

property. Across town there may be an identical situation, however, the

location of the campus arrangement is identified prior to placing the

original FDI. In this instance, the Company would place a separate FDI to

serve the campus arrangement assuming it meets the characteristics of a

10

11

12

normal sewing area (e.g. was large enough to qualify as a sewing area).

In these two examples the method for sewing identical areas varied solely

as a consequence of when in the planning process the plan to build the

13 campus arrangement was identified. As the Qwest network was

14

15

16

17

developed, numerous circumstances could lead to different designs for

the facilities serving very similar types of areas. The design of the

facilities used to serve these similarly situated areas should not be the

driving force in how these facilities should be priced.

18

19 Q. WHAT ARE THE COMPONENTS OF DISTRIBUTION PLANT IN DG1

20 OR HIGH RISE DISTRIBUTICN AREAS?
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1 Distribution plant in DG1 consists of the FDI or building terminal located in

2

3

the basement of the building and any intra-building cable or riser cable

owned by The cost to serve these distribution areas is very small.

4

5 Q. How DOES THE TREATMENT OF MTES IN THE MODELS AFFECT

6 THE COMMISSION'S DECISION IN THIS CASE?

7 All models include MTEs as just one more form of distribution facilities.

8

9

10

11

12

13

They are sewed directly from the SAI or FDI and the costs of sewing

these areas are included in the calculation of the average cost of all

distribution designs in the model. There is no doubt that the cost of

serving MTEs whether they consist of a single large building or numerous

smaller building on a single contiguous piece of property is relatively low

when compared to the costs of sewing many other types of distribution

14 areas. Including the low cost of sewing MTEs in the calculation of the

15

16

17

18

19

20

21

22

A.

A.

average cost of distribution reduces the overall amount that Qwest can

charge for distribution facilities. There is no problem with this approach if

the average cost that is derived is used to price all facilities that were

included in the calculation of those average costs. However, if, as Cox

suggests, the Commission determines that the price for MTEs must be set

at a level that reflects just the cost of sewing these areas, then the cost of

serving other distribution areas must be revised to eliminate the lower cost

of sewing MTEs.
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1

2 Q. How SHOULD THE COMMISSION HANDLE THIS ISSUE?

3

4 however,

5

6

I t  is my recommendation that the Commission separately price

interconnection at a building terminal, al l  other forms of

distribution plant, including MTEs consisting of numerous buildings,

should be priced at the average distribution rate. Companies must be

7 able to interconnect with Qwest's facilities at a building NID. These

8

9

10

11

12

terminals may be the feeder distribution interface (FDI) or they may just

be a terminal on the side of a building which is just one portion of a larger

distribution area. It would not make sense to price access to a building

terminal at different levels solely on the basis of whether the building

terminal was also the feeder distribution interface. Since in many

13

14

instances a building terminal is not the serving area interface it makes

sense that these arrangements should be separately priced.

15

16 Q. H AV E  yo u REVIEWED THE MODIFIED HAI5.2A DISTRIBUTION

17 MODULE MR. DENNEY USED TO ESTIMATE THE BUILDING CABLE

18 AND TERMINAL COSTS?

19

20 No. Qwest requested an electronic copy of the modified distribution

21

22

A.

A.

module. We were unable to open the file on the CD provided by AT&T.

In reviewing the standard module it appears that there are only nine
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1

2

3

4

5

6

7

clusters (all in the Phoenix Main wire center) that generate riser cable and

indoor SAIs (building terminals). If the module was modified to develop

more clusters with riser cable and building terminals, Mr. Denney should

provide a new adjusted average distribution cost. By removing the low

cost clusters for the building cable and terminal scenario, he has created

a new average for the remaining clusters. It is inappropriate to include the

low cost clusters in the overall average distribution when they are also

8 available on a De-averaged basis.

9

10 Q. DOES THIS CONCLUDE YOUR TESTIMONY?

11 A. Yes it does.
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GARRETT Y FLEMING

WITNESS QUALIFICATION STATEMENT

Garrett Y. Fleming

EMPLOYED BY: Qwest Communications

TITLE: Executive Director Policy and Law

ADRESS: 1801 California St
Denver, CO 80202

TELEPHONE: (303) 896-5178

EDUCATION: Graduated from the University of Colorado in1976 with a Bachelor
of Business Science Degree

EXPERIENCE; Employed by the Colorado Public Utilities Commission as a Financial
Analyst from1977 to 1983. Presented financial testimony to the
Commission on numerous occasions.

Employed by Mountain Bell in 1983 as a Staff Manager in the
Finance and Comptroller Organization. Developed Exhibits and
Testimony for filings in NM, CO, AZ and UT.

1986-1994 I was the State Finance Director for CO, WY and NM. In
this position provided financial testimony on numerous occasions
before the commissions in CO,NM, WY, UT and AZ.

1994-1995 Iras a Director of Technical Accounting at U S West,
Inc.

1996-2000 I was the Director in charge of the Marketing Services and
Economic Development Organization. In this position I was in
charge of preparing the company's long run incremental cost studies
for filing in retail and wholesale cost dockets throughout the states
served by USWEST. presented testimony on these studies in the
Colorado Cost Docket.

NAME:

In 2000 I assumed my current duties as an Executive Director in
Policy and Law organization. he my current position I oversee the
operations of both the long run incremental cost and the embedded
cost organizations.
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l 1. EXECUTIVE SUMMARY

2 The purpose of my testimony is to present Qwest's product descriptions and pricing for

3 the unbundled network elements (UNEs) and combinations listed below. The prices

4 established for these unbundled elements will be set in this portion of the proceeding

5 based on cost. The TELRIC cost of each element is presented in the testimony of Teresa

6 K. Million. For Unbundled Network Elements (UNEs), the price that Qwest is proposing

7 is the TELRIC cost for the element. The pricing methodology is consistent with the

8 Telecommunications Act, with FCC orders and with Arizona Corporation Commission

9 Rules. respectfully request this commission to approve the pricing proposed in this

10 docket.

11 • Line Sharing

12 • Shared Interoffice Transport

13 • Unbundled Customer Controlled Rearrangement (UCCRE)

14 • Local Tandem Switching

15 • Local Switching

16 • Customized Routing

17 • Advanced Intelligent Network (AIN)

18 • Line Information Data Base (LIDB)

19 • XX Data Base

20 • Internetwork Celling Name (ICNAM)
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1 • Unbundled Network Element Combinations UNE-C

2

3 11. IDENTIFICATION OF WITNESS

4 Q- PLEASE STATE YOUR NAME AND BUSINESS ADDRESS AND POSITION

5 WITH QWEST CORPORATION.

6 My name is Barbara J. Bro fl, I am employed by Qwest Corporation (Qwest), f/k/a

7 U S WEST Communications, Inc. as a Director of Wholesale Advocacy in the Wholesale

8 Markets organization. My business address is 1801 California St, Room 2410, Denver,

9 Colorado 80202.

10 Q- PLEASE DESCRIBE YOUR WORK EXPERIENCE AND EDUCATION.

11 Currently, my responsibilities include identifying and managing regulatory issues

12 surrounding service performance, wholesale processes, and wholesale products, as a result

13 of the Telecommunications Act of 1996, FCC orders, state commission decisions, and

14 other legal and regulatory matters. I am responsible for testifying before federal and state

15 regulatory bodies in arbitration cases, ruleInakings and complaint proceedings, and in

16 courts concerning conformance with state and federal telecommunications laws and

17 regulations. Prior to my current assignment, I was responsible for developing advocacy

18 and testifying before state and federal regulatory bodies on issues surrounding Qwestls

19 operational support systems (OSS). Before that, managed the Information Technologies

20

A.

A.

department's compliance with the restrictions of the Modification of Final Judgment and
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1 the requirements of Open Network Architecture. During_that time, I became certified by

2 the Institute for Certification of Computing Professionals (ICCP) as a Certified Computing

3 Professional (CCP), and then received a Bachelor of Science degree in Business /

4 Computer Science from Regis University in 1991. In 1995, received a Juris Doctorate

5 degree from the University of Denver, School of Law. then left U S WEST, now Qwest,

6 for approximately two years to work as a judicial law clerk for the Colorado Supreme

7 Court. Since my return, my work has focused on providing regulatory support to the

8 Wholesale Markets organization.

9 111. PURPOSE OF TESTIMONY

10 Q. WHAT IS THE PURPGSE OF YOUR TESTIMONY?

11 The purpose of my testimony is to describe certain Qwest unbundled network elements

12 (UNEs) and combinations, along with their pricing elements, which include recuning and

13 non-recurring charges as appropriate. Prices associated with each UNE and combination

14 addressed in my testimony are included in Exhibit A, which is attached to the testimony of

15

A.

Maureen Arnold. Specifically, I will describe the following UNEs:
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1

2

3

4

5

6

7

8

9

10

11

•

•

•

•

•

•

•

•

•

•

•

•12

13

Line Sharing

Shared Interoffice Transport

Unbundled Customer Controlled Rearrangement (UCCRE)

Local Tandem Switching

Local Switching

Customized Routing

Common Channel Signaling / SS7

Advanced Intelligent Network (AIN)

Line Information Database (LIDB) Query Service

XX Database Query Service

Internetwork Calling Name (ICNAM) Query Service

Unbundled Network Element Combinations (UNE-C) (all but EEL - Enhance
Extended Link, which is addressed by Robert Kennedy.)

14

15 Q. ARE OTHER QWEST WITNESSES' PROVIDING TESTIMUNY REGARDING

16 UNES?

17 Yes. Robert F. Kennedy will address Unbundled Loops, Unbundled Network Element

18

19

20

Combinations UNE-C Enhanced Extended Loops (EELs), Subloops, Unbundled Dedicated

Interoffice Transport (UDIT), as well as other UNEs. Included in the Qwest testimony of

Maureen Arnold is an Exhibit A that includes the list of products and services in this

21 docket, and the Qwest witness assigned.

22 Iv. UNBUNDLED NETWORK ELEMENTS

23 A. LINESHARING

24 Q- PLEASE DESCRIBELINE SHARING.

A.
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1 Line Sharing provides CLECs with the opportunity to offer advanced data services

2 simultaneously with an existing end user's analog voice-grade (POTS) service provided by

3 Qwest on a single copper loop referred to herein as the "Shared Loop" or "Line Sharing"
7

4 by using the frequency range above the voice band on the copper loop. This frequency

5 range will be referred to herein as the High Frequency Spectrum UnbundledNetwork

6 Element ("HUNE"). A POTS splitter separates the voice and data traffic and allows the

7 copper loop to be used for simultaneous data transmission and POTS service. Qwest must

8 provide the POTS service to the end user. Qwest will provide CLECs with access to the

9 HUNE through POTS splitters installed in Qwest wire centers. At the discretion of the

10 CLEC, the POTS splitters can be installed either in the CLEC's collocation area or in the

11 common area. A discussion of the line sharing equipment, splitter areas and associated

12 engineering is included in the testimony of Qwest technical witness James C. Overton.

13 Q- WHAT RECURRING CHARGES APPLY TO LINE SHARING?

14 The recurring charges for line sharing include:

15 • Shared loop - per loop

16 • OSS, per order

17 • Splitter Shelf

18 • Splitter Tie Cable Options

19 1. Common Area Splitter

20

A.

A.

2. I F
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1 MDF

2

3 The recurring charges are listed in Exhibit A. Qwest witness, William Fitzsimmons will

4 address the shared loop reruning charge. Qwest witness, Teresa K. Million will address

5 the OSS per-line charge. Qwest technical witness, James C. Overton will discuss the

6 technical aspects of line sharing such as, engineering, reclassification, and splitter areas.

7

8 Q- WHAT NON-RECURRING CHARGES APPLY TO LINE SHARING?

9 • The non-recurring charges for line sharing include:

10 • Reclassification charge

11 C Splitter Shelf

12 • Splitter Tie Cable Options

13 1. Common Area

14 I F

15 MDF

16 • Engineering

17 • Basic Installation

18 The non-recurring charges are listed in Exhibit A.

19 Q. ARE THERE OTHER NGNRECURRING CHARGES THAT MAY BE

20 APPLICABLE TO LINE SHARING?

A.

2.

3.

3.
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1 Yes. Other nonrecuning rates that may be applicable to line sharing are as follows:

2 conditioning, additional testing and trouble isolation charges (TIC). However, they are not

3 specific to line sharing. Each of these stand-done items is discussed in the testimony of

4 Qwest witness, Robert F. Kennedy.

5 Q. WHO PROVIDES THE SPLITTER?

6 The CLEC provides the splitter. When the splitter is located in a common area (whether on

7 the splitter bay, the IF, or the MDF), the CLEC will provide the splitter at no cost to

8 Qwest.

9 Q- DO THE CLECS/DLECS HAVE GPTIONS FOR PLACEMENT OF POTS

10 SPLITTERS WITHIN THE QWEST CENTRAL DFFICE?

11 Yes. There are generally three alternatives: placement of the splitter in a Qwest common

12 area, placement of a splitter on an IF or MDF, and placement of the splitter with a

13 CLEC/DLEC collocation area.

14 Q- DO BOTH POTS SPLITTER LOCATION OPTIONS HAVE RECURRING AND

15 NON-RECURRING CHARGES?

16 Yes. A11 of the options have unique costs that include recurring and non-recurring charges.

17 However, when the CLEC/DLEC chooses the option of placing its splitter in its collocation

18 area, there are charges that are not specific to line sharing, e.g., use of one of its existing

19 terminations for the return of the voice, and re-stenciling of that termination. These

20

A.

A.

A.

A.

charges apply whenever that activity takes place for any reason, they are not specific to line
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1 sharing. The testimony of James C. Overton describes each option's network structure. The

2 rates for each option are listed in Exhibit A.

3 B. SHARED INTERQFFICE TRANSPORT

4 Q. PLEASE DESCRIBE SHARED INTEROFFICE TRANSPORT.

5 Shared Interoffice Transport is defined as interoffice transmission facilities shared by more

6 than one carrier, including Qwest, between Qwest end offices and tandem switches within

7 a local calling area.

8 Shared Interoffice Transport is only provided in two cases: when a CLEC purchases

9 Unbundled Local Switch Ports or when it purchases the Unbundled Network Element-

10 Platform (UNE-P). The existing routing tables that reside in the switch will direct both

11 Qwest and CLEC traffic over Qwest's interoffice message trunk network. CLECs use the

12 same routing tables and interoffice message trunk network to deliver an end user call from

13 one central office to another. Therefore, existing routing tables are not a separate network

1 4 element.

15 Q- WHY IS SHARED INTEROFFICE TRANSPORT ONLY AVAILABLE TO CLECS

16 THAT PURCHASE UNBUNDLED SWITCHING?

17 Shared Interoffice Transport is offered in combination with unbundled switching because

18 Qwest permits a CLEC to use the same routing tables that reside in the Qwest switch, as

19

A.

A.

well as, the same interoffice facilities that carry Qwest's traffic.
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1 Q. WHAT CHARGES APPLY TO SHARED INTEROFFICE TRANSPORT

2 SERVICE?

3

4

Shared Interoffice Transport is billed on a per-minute-of-use basis in accordance with the

rates described in Exhibit A.

5 c . UNBUNDLED CUSTOMER CONTROLLED REARRANGEMENT (UCCRE)

6 Q- PLEASE DECRIBE UCCRE.

7

8

Unbundled Customer Controlled Rearrangement Element (UCCRE) provides the means by

which a CLEC controls the configuration of unbundled network elements (UNEs) or

9 ancillary services on a near real time basis through a digital cross connect device. UCCRE

10 utilizes the Digital Cross-Connect System (DCS). UCCRE is available in Qwest wire

11 centers that contain a DCS that is UCCRE-compatible.

12 Q- DOES QWEST PROPOSE BOTH RECURRING AND NONRECURRING RATES

13 FOR UCCRE?

14

15

16

While the product does have recurring and nonrecurring rates, they are not standardized.

The charges that apply to UCCRE are based on the number of ports used for each DS1 ,

DS3, or Virtual (end-user to end-user) Port ordered by the CLEC. As a result, the charges

17 are determined on an individual coe basis (ICE) as shown in Exhibit A.

18 D. LOCAL TANDEM Sw1Tc:H1nG

19 Q- PLEASE DESCRIBE LOCAL TANDEM SWITCHING.

A.

A.

A.
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1 The local tandem switching element includes the facilities connecting the trunk distribution

2 frames to the tandem switch and all functions of the switch itself, including those facilities

3 that establish a temporary transmission path between two other switches. The local tandem

4 switching elements also include the functions that are centralized in local tandem switches

5 rather than end office switches, such as, call recording, the routing of calls to operator

6 services, and signaling conversion features. Local Tandem Switching is available pursuant

7 to FCC rules.

8 Q- WHAT RECURRING CHARGES APPLY TO LOCAL TANDEM SWITCHING?

9 Use of local tandem switching is billed on an originating per minute of use basis. Please

10 see Exhibit A for the rate.

11 Q- WHAT NONRECURRING CHARGES APPLY TO LOCAL TANDEM

12 SWITCHING?

13 A DS1 Trunk Pop is a 4-wire DS1 trunk side switch port terminating at a DS1 demarcation

14 point and incurs a non-recurring charge. Each DS1 Tandem Tank Pop includes a subset

15 of 24 DSO channels capable of supporting local message type Lraffic and incurs a non-

16 recurring charge to establish both the first and each additionad.tn.1nk group member.

17 Please see Exhibit A for the rate.

18

A.

A.

A.
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1 E. LOCAL SWITCHING

2 Q- PLEASE DESCRIBE LOCAL SWITCHING.

3 A. Access to unbundled switching encompasses line-side and trunk-side facilities, plus the

4 features, functions and capabilities of the switch. The features, functions, and capabilities of the

5 switch include the banc switching function, as well as the same basic capabilities that are

6 available to Qwest's end-user customers. Unbundled local switching also includes access to all

7 vertical features that the switch is capable of providing, as well as any technically feasible

8 customized routing functions. Local Switching is available pursuant to FCC miles.

9 1. Line Side Ports

1 0 Q- PLEASE DESCRIBE A LINE SIDE PORT.

11 The analog line port is a two -wire interface on the line-side of the end office switch that is

12 extended to the Main Distribution Frame (MDF). The analog line port enables a CLEC to

13 access vertical features.

1 4 Q- DOES QWEST PROPOSE A RECURRING CHARGE FOR AN ANALOG LINE

15 SIDE PORT?

16 Yes. The recurring rates for the first analog line port and each additional analog line pop

17 are included in Exhibit A.

18 Q- DOES QWEST PROPOSE A NONRECCURING RATE FOR THE ANALOG LINE

19

A.

A.

SIDE PORT?
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1 A. Yes. Qwest proposes a nonrecurring rate for the first analog line side port and each

2 additional analog line side port as listed in Exhibit A.

3 Q- PLEASE DESCRIBE A DIGITAL LINE PORT (SUPPORTING BRI ISDN).

4

5

6

7

Basic Rate Interface Integrated Services Digital Network (BRI-ISDN) is a digital

architecture that provides integrated voice and data capability (2-wire). A BRI ISDN Port

is a Digital 2B+D (2 Bearer Channels for voice or data and 1 Delta Channel for signaling

and D Channel Packet) line-side switch connection with BRI ISDN voice and data basic

8 elements. A BRI ISDN Port does not offer B Channel Packet service capabilities.

9 Q- DOES QWEST PROPOSE A RECURRING R.ATE FOR A DIGITAL LINE PCRT?

10 Yes. The recurring rate is listed in Exhibit A.

11 Q- DOES QWEST PROPOSE NONRECURRING CHARGES FOR A DIGITAL LINE-

12 SIDE PORT?

13 Yes. Qwest proposes nonrecurring charges for the first pop and each additional port. The

14 nonrecurring charges are included in Exhibit A.

15 2. Vertical Features

16 Q- PLEASE DESCRIBE VERTICAL FEATURES.

17 Velticd features are software attributes on end office switches.

18

A.

Q- IS QWEST PROPOSING VERTICAL FEATURES IN THIS DOCKET

A.

A.

A.
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1 Yes. Qwest is proposing a list of vertical features on an individual basis. A CLEC may

2

3

purchase access to all venal features that are available and activated in a Qwest end

office switch. A CLEC may also request features that are available but not activated in a

4 Qwest end office switch.

5 Q- DO THE INDIVIDUAL FEATURES PROPOSED BY QWEST HAVE A

6 RECURRING CHARGE?

7 A. Yes. The individual features and corresponding recurring rates are listed in Exhibit A.

8 Q- DO THE INDIVIDUAL FEATURES PROPOSED BY QWEST HAVE

9 NONRECURRING CHARGES?

10 Certain features have a specific non-recurring charge. Please see Exhibit A for the

11 features list and corresponding non-recurring rates.

12 Q- PLEASE DESCRIBE THE NONRECURRING VERTICAL FEATURE

13 SUBSEQUENT ORDER CHARGE?

14 A nonrecurring subsequent order charge applies when a CLEC orders additional vertical

15 features to an existing port. The rate is listed in Exhibit A.

16 3. Trunk Ports

17 Q. WHAT TYPES OF TRUNK PORTS DOES QWEST OFFER?

18

A.

A.

A.

A. Qwest offers the following types of trunk ports_.
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1 DS1 Local Message Trunk Port. A DS1 Tank Port is a DS1 tnpk side switch pop that is

2 extended to the trunk main distributing frame and is connected to the demarcation point

3 through an ITS. Each DS1 Trunk Port includes a subset of 24 DSO channels capable of

4 supporting local message type traffic

5 Unbundled DS1 PRI ISDN Trunk Port (Supporting DID/DOD/PBX). A DS1 Trunk Port is

6

7

a DS1 trunk-sideswitch port terminated at a DSX1 or equivalent. Each DSI Trunk Port

includes a subset of 24 DSO channels capable of supporting DID/DOD/PBX type traffic.

8 DSO Analog Trunk Port which is available on an individual case basis (ICE).

9 Q- DOES QWEST PROPOSE RECURRING CHARGES FOR TRUNK PORTS?

10 A. Yes. Qwest proposes recurring charges for trunk ports as listed in Exhibit A.

11 Q. DOES QWEST PRQPOSE NONRECURRING CHARGES FOR TRUNK PORTS?

12 Yes. Qwest proposes the nonrecurring charges for trunk ports as listed in Exhibit A.

13 There is a nonrecurring charge for the digital trunk port, as well as non-recurring charges for the

14 establishment of the first and each additional message tnpk group member associated with the

15 digital trunk port.

16 F. CUSTOMIZEDROUTING

17

A.

Q. PLEASE DESCRIBE CUSTOMIZED RDUTING?
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1 Customized Routing permits a CLEC to designate a particular outgoing tank that will

2 carry certain classes of traffic originating from the CLEC's end-users. Customized routing

3 enables the CLEC to direct particular classes of calls to specific outgoing trunks that will

4 permit the CLEC to provide its own interoffice facilities or select among other providers of

5 interoffice facilities, operator services and directory assistance. Customized rdudng is a

6 software function of a switch. Customized routing may be ordered as an application with

7 Resale or Unbundled Local Switching.

8 Q- WHAT CHARGES DOES QWEST PROPOSE FOR CUSTOMIZED ROUTING?

9 Custom Routing applications are unique to each CLEC, therefore, Qwest proposes that it

10 assess nonrecurring charges on an ICE basis. The nonrecurring charges categories

11 applicable to Customized Routing include:

12 • Development of Custom Line Class Code - Directory Assistance or Operator Services

13 Routing Only,

14 • Line Class Code Installation per Switch - Directory Assistance or Operator Services

15 Routing Only and

16 • A11 Other Custom Routing.

17 • References to the three Customized Routing ICE nonrecum'ng charges are included in

18 Exhibit A.

19

A.

A.
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1 Q, WHEN IS A RECURRING ICE CHARGE APPLICABLE TO CUSTOM

2 RO UTIN G?

3 There is a recurring ICE charge to maintain the LCC code developed and activated in one

4 or more switches.

5 G. ACCESS TO SIGNALING COMMON CHANNEL SIGNALING/SIGNALING SYSTEm 7

6 (CCSAC/SS7)

7 Q- PLEASE DESCRIBE common CHANNEL SIGNALING/ SIGNALING SYSTEM

8 7 (CCS/SS7).

9

10

11

12

13

Common Channel Signaling/Signaling System 7 (SS7) provides multiple pieces of

signaling information via the SS7 network. This signaling information includes, but is not

limited to, specific information regarding calls made on associated Feature Group D trunks

and/or LIS tanks, Line Information Database (LIDB) data, Local Number Portability

(LNP), Custom Med Area Signaling Services (CLASS), SXX set up information, Call Set

14 Up information and transient messages.

15 Q- WHAT RECURRING CHARGES APPLY TO SIGNALING?

16 Recurring rates include:

17

A.

A.

A.

• CCSAC STP Port - a monthly recurring charge, per connection into the STP.
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1 • ISUP (ISDN User Part) Signal Formulation Charge - a per terminating call set up

2 charge to formulate the ISUP message at a SS7 Service Point or Signaling Service

3 Point (SP/SSP).

4 • ISUP Signal Transport Charge - a per terminating call set up charge to transmit

5 signaling data between the local STP and an end office SP/SSP.

6 • ISUP Signal Switching Charge - a per terminating call set up request charge to switch

7 an SS7 message at the local STP.

8 • TCAP (Transaction Capabilities Application Part) Signal Transport Charge - a per

9 terminating call ser charge to transmit signalingdata between the local STP and the

10 regional STP.

11 • TCAP Signal Switching Charge - a per terminating call set-up charge to switch an SS7

12 message at the local STP.

13

14

15

16

The recurring charges are listed in Exhibit A.

Q- WHATNONRECURRING CHARGES APPLY TO SIGNALING?

17 Non-recuning charges for CCS/SS7 include:

18 • CCSAC Options Activation charge for Basic translations: (first activation and each

19 additional activation, per order (nonrecuning); and

20 • CCSAC Options Activation charge for Database translations: (first activation and each

21

A.

additional activation, per order (nonrecurring)



Arizona Corporation Commission
Docket No. T-00000A-00-0194

Qwest Corporation
Direct Testimony of Barbara J. Bro fl

Page 18, March 15, 2001

1

2

3

4

The nonrecuning charges are listed in Exhibit A.

H. ADVANCED INTELLIGENT NETWORK (AIN)

5 Q- PLEASE DESCRIBE ADVANCED INTELLIGENT NETWORK (AIN).

6 Advanced Intelligent Network (AIN) is a call-related database platform that enables

7 telecommunication companies to provide customized incoming and out-going call

8 management services. AIN is deployed, using SS7 architecture, to provide the framework

9 to create and deploy new network services. AIN service is offered and available as an

10 enhancement to a CLEC's SS7 capable network structure and operation of AIN Version

11 0. 1-capable switches to offer new network-wide switching services without the need to

12 deploy new capabilities within each end office switch.

13 Q. WHAT AIN SERVICES ARE AVAILABLE TO CLECS?

14 The following AIN services are offered and available as an enhancement to CLEC's SS7

15 capable network structure and operation of AIN Version 0.1 capable switches.

16 AIN Customized Services (ACS) pennies a CLEC to use Qwest's AIN service application

17 development process to develop new AIN services or features. Services developed through

18 the ACS process can either be implemented in Qwest's network or provided to the CLEC

19

A.

A.

for installation in its own network.
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1 Next, AIN Platform Access (APA) permits a CLEC to provide to its end-users any AIN

2 service that is deployed by that CLEC using the ACS process in a QWEST Service

3 Connection Point (SCP).

4 Finally, AIN Query Processing (AQP) TCAP queries are used to collect information from

5 the AIN database for use in call processing of the AIN based services above. CLEC

6 launches a query from an AIN capable switch over the SS7 network to the Qwest Signal

7 Transfer Point (STP). This query is directed to Qwest's SCP to collect data for the response

8 to the originating switch.

9 Q- WHAT RECURRING CHARGES APPLY TO AIN SERVICES?

10 There are two recurring charges that apply to AIN services. First, the AIN Platform Access

11 recurring charge is assessed on a monthly individual case basis. Second, the AIN Query

12 Processing recurring charge is developed on an individual case base and is assessed on a

13 per query basis. Reference to the AIN ICE recurring charges are included in Exhibit A.

14 Q- WHAT NONRECURRING CHARGES APPLY TO AIN SERVICES?

15 The non-recurring rates for - AIN Customized Services (ACS) and AIN Platform Access

16 (APA) will be determined on an ICE basis. Charges will be assessed in accordance with

17 the specific service requested by the CLEC. Reference to the AIN ICE non-recurring

18

A.

A.

charges are included in Exhibit A.
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1 1. LINE INFORMATION DATA BASE (LIDB)

2 Q. PLEASE DESCRIBE LIDB DATA STORAGE.

3 Line Information Database (LIDB) stores various telephone line numbers and Special

4 Billing Number (SBN) data used by operator services systems to process and bill

5 Alternately Billed Services (ABS) calls. The operator services system accesses LIDB data

6 to provide originating line (calling number), billing number and terminating line (cradled

7 number) information. LIDB is used for calling card validation, fraud prevention, billing or

8 service restrictions and the sub-account information to be included on the call's billing

9 record.

10 Q- WHAT CHARGES APPLY TO LIDB DATA STORAGE?

11 There is no charge to store CLEC line information in Qwest's LIDB database.

12 Q- PLEASE DESCRIBE LINE VALIDATION ADMINISTRATIVE SYSTEM (LVAS).

13 LVAS is the comprehensive administrative management tool that loads the LIDB data and

14 coordinates line record updates in Qwest's redundant LIDB databases. LVAS is the vehicle

15 that audits stored information and assures accurate responses. LVAS access is only

16 available to facility-based CLECs.

17 Q. WHAT NON RECURRING R.ATE ELEMENTS ARE APPLICABLE TO LVAS?

18 LIDB Line Record Initial Load Charge - CLEC shall reimburse Qwest as shown in Exhibit

19

A.

A.

A.

A.

A, for the initial loading of CLEC's end user line record information, for LIDB and/or
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1 ICNAM, including the formatting of data so that it may be loaded into LVAS. If the initial

2 load of ICNAM records are provided with the initial load of LIDB records, a single

3 LIDB/ICNAM charge as described in Exhibit A applies. If initial ICNAM records are not

4 provided by CLEC for loading together with the initial LIDB record load, a LIDB/ICNAM

5 charge applies to the ICNAM load, and a second LIDB/ICNAMcharge applies to the

6 LIDB load.

7 • Mechanized Service Account Update - LVAS Access is the product that allows CLEC

8 to add, update and delete telephone line numbers from the QWEST LIDB for CLEC's

9 end users. QWEST will charge CLEC for each addition or update processed on an

10 individual case basis.

11 • Individual Line Record Audit - CLEC may verify the data for a given ten-digit line

12 number using an inquiry of its end user data.

13 • Account Group Audit - CLEC may audit an individual Account GroupNPA-NXX.

14 • Expedited Request Charge for Manual Updates - CLEC may request an expedited

15 manual update to the LIDB database that requires immediate action (i.e., deny PIN

16 number). U S WEST shall assess CLEC an expedited request charge for each manual

17 update.

18
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1 Each of these elements is listed as a non-recurring ICE charge in Exhibit A. Only the

2 initial load of20,000line records has a rate at this time. This initial load rate is a pass

3 through of the charges incurred by Qwest for the vendor.

4 Q. PLEASE DESCRIBE LIDB QUERY SERVICE.

5

6

7

8

9

LIDB Query Service provides information to query originators for use in processing

Alternately Billed Services (ABS) calls. ABS call types which include calling card, billed

to third number, and collect calls. On behalf of CLEC, Qwest will process LIDB queries

from query originators (Telecommunications Carriers) requesting CLEC telephone line

number data. Qwest allows LIDB query access through Qwest regional STPs.

10 Q- DOES QWEST PROPOSE A RECURRING CHARGE FOR LIDB QUERY

11 SERVICE?

12 Yes. The recurring charge is listed in Exhibit A.

13 Q- DOES QWEST PROPOSE A NONRECURRING CHARGE FOR LIDB QUERY

14 SERVICE?

15 A. Yes. The nonrecurring charge is listed in Exhibit A. The LIDB Query service requires a

16 CCSAC activation charge.

17 Q. PLEASE DESCRIBE FRAUD ALERT NOTIFICATION.

18

19

A.

A.

A.

The WatchDog Fraud Management System (FMS) processes the LIDB query detail

records to establish patterns and identify potential fraudulent situations. WatchDog issues
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1 an alert to the Qwest (check) Fraud Investigation Unit (FlU). Qwest will notify CLEC of

2 system alerts on CLEC end user lines.

3 Q- ARE THERE ANY RECURRING OR NONRECURRING CHARGES FOR FRAUD

4 ALERT NOTIFICATION?

5 No charges apply to Fraud Alert Notification.

6 J. SXX DATA BASE

7 Q- PLEASE DESCRIBE SXX DATABASE QUERY SERVICE.

8

9

10

11

XX Database Query Service is an originating service that provides the Carrier

Identification Code (CIC) and/or the vertical features associated with the XX number.

Call routing information in the SMS/800 Database reflects the desires of the owner of the

XX number as entered in the SMS/800 by its chosen responsible organization.

12 Q- WHAT RECURRING CHARGES APPLY TO XX DATABASE QUERY

13 SERVICE?

14

15

A recurring charge is assessed on a per query basis for XX Database Query Service,

POTS Translation, and Call Handling and Destination Features. The rates for XX

16

17

Database Query Service only apply to queries from a CLEC's switch to the QWEST XX

Database. Exhibit A lists the price.

18 Q- WHAT NONRECURRING CHARGES APPLY TO XX DATABASE QUERY

19

A.

A.

A.

SERVICE?
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1 A. The non-recurring CCSAC Options Activation Charge for CCSAC/SS7 will apply. Exhibit

2 A lists the price.

3 K. INTERNETWORK CALLn~1G NAME (ICNAM)

4 Q- PLEASE DESCRIBE INTERNETWORK CALLING NAME (ICNAM) SERVICE.

5 A. Internetwork Calling Name (ICNAM) Service is a Qwest service that allows a CLEC to

6

7

query Qwest's ICNAM database in order to secure the listed name information associated

with the requested telephone number in order to deliver that information to the CLEC's end

8 users. ICNAM contains current listed name data by worldng telephone number served or

9

1 0

administered by Qwest, including listed name data provided by other Telecommunications

Carriers participating in the Calling Name Delivery Service Arrangement.

11 Q. WHAT RECURRING CHARGES APPLY TO ICNAM SERVICE?

12 A. The recurring charges for ICNAM are billed on a per query basis. Exhibit A lists the price.

13 Q- WHAT NCNRECURRING CHARGES APPLY TO ICNAM SERVICE?

1 4

15

16

17

If the initial load of ICNAM records are provided with the initial load of LIDB records, a

single LIDB/ICNAM charge as described in Exhibit A applies. If initial ICNAM records

are not provided by CLEC for loading together with the initial LIDB record load, a

LIDB/ICNAM charge applies to the ICNAM load.

18

A.

Q~ WHAT NON-RECURRING CHARGES APPLY TO ICNAM QUERY SERVICE?
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1 The non-resuming CCSAC Options Activation Charge for CCSAC/SS7 will apply. Exhibit

2 A lists the price.

3 L. UNE COMBINATIONS

4 Q- WILL QWEST PROVIDE ACCESS TO UNE COMBINATIONS?

5

6

Qwest shall provide CLEC with non-discriminatory access to combinations of unbundled

network elements including but not limited to the UNE-Platform (UNE-P).

7 Q- PLEASE DEFINE UNBUNDLED NETWORK ELEMENT (UNE)

8 COMB1NAT1ONS.

9 A"UNE Combination" is a combination of unbundled network elements provided to

1 0 CLECs. UNE Combinations are provided to CLECs in a combined state. UNE

11 combinations include UNE-Platform (UNE-P), Private Line Combinations and Enhanced

12 Extended Loops (EEL Combinations). Qwest witness, Robert F. Kennedy will discuss

13 Private Line Combinations and EEL.

1 4 Q- WHAT RECURRING CHARGES DOES QWEST PROPOSE FOR UNE-P

15 combinations?

1 6 Recurring monthly charges for each unbundled network element that comprise the UNE

1 7 Combination shall apply when a UNE Combination is ordered. UNE recurring prices are

18

A.

A.

A.

A.

listed in Exhibit A.
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1 Q- WHAT NONRECURRING CHARGES DOES QWEST PROPOSE FOR UNE-P

2 CQMBINATIQNS?

3 Nonrecurring charges apply to based upon the type of UNE-P combination and whether

4 provisioning requires conversion or new connection to occur. In many cases, the non-

5 recurring charges are also broken out by whether it is the first or additional combination on

6 the local service request to Qwest. The nonrecurring charges are listed in Exhibit A.

7 Q- WHAT UNE COMBINATIONS ARE AVAILABLE FROM QWEST?

8 UNE Combinations are available in the following standard products:

•9

10

11

12

13

14

•

UNE-P in the following form: 1) IFR/lFB Plain Old Telephone Service (POTS); 2)
ISDN - either Basic Rate or Primary Rate, 3) Digital Switched Service (DSS), 4)PBX
Trunks, and 5) Centrex, and

EEL, which will be addressed by Qwest witness, Robert F. Kennedy.

If CLEC desires access to a different UNE Combination, CLEC may request access

15 through the BFR Process that is also discussed by Robert F. Kennedy.

16 M. DAILY USAGE RECORD FILE

17 Q- PLEASE DESCRIBE THE DAILYUSAGERECORD FILE.

18 The daily usage record file provides the accumulated set of call information for a given day

19 as captured or recorded by the network switches. The file will be transmitted Monday

20 through Friday, excluding Qwest holidays. This information is a file of in-rated Qwest-

21 originated usage messages and rated CLEC-originated usage messages. It is provided in

22

A.

A.

A.

Alliance for Telecommunication kxdustry Solution (ATIS) standard (Electronic Message
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1 Interface) EMI format. The daily usage record file contains multi-state data for the data

2 processing center generating this information. Individual state identification information is

3 contained with the message detail. This file will be provided to CLECs that order either

4 resold services or unbundled switch ports from Qwest.

5 Q- WHAT RECURRING CHARGES APPLY TO THE DAILY USAGE RECORD

6 FILE?

7 A recurring charge for the daily usage file is assessed on a per record basis and is reflected

8 in Exhibit A.

9 v. CGNCLUSION

10 Q» DOES THIS CONCLUDE YOUR TESTIMONY?

11 A.

A.

Yes.
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1 I. IDENTIFICATION OF WITNESS

2 PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND position WITH

3 QWEST CORPORATION.

4

5

My name is Barbara J. Bro fl, and I am employed by Qwest Corporation (Qwest)

as a Director of Wholesale Advocacy in the Wholesale Markets organization. My

6 business address is 1801 California St, Room 2410, Denver, Colorado 80202.

7 Q. ARE you THE SAME BARBARA J. BROHL WHO FILED DIRECT TESTIMONY

8 IN THIS DOCKET

9 A. Yes.

10 Q. WHAT IS THE PURPOSE OF YOUR SUPPLEMENTAL DIRECT TESTIMONY?

11

12

13

14

15

The purpose of my testimony is to describe additional unbundled network elements

("UNEs") that Qwest is offering and that I did not address in my direct testimony

filed March 15, 2001. I am also providing Qwest's proposed recurring and non-

recurring rates for these additional UNEs. Specifically, I address the following

subjects:

16

17

Unbundled Packet Switching, and

Line Splitting.

18 ll. UNBUNDLED PACKET SWITCHING

19

A.

Q. PLEASE DESCRIBE UNBUNDLED PACKET SWITCHING ("UPS").

A.

Q.
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1 Unbundled Packet Switching provides the functionality of delivering packet data

2 units via a virtual channel between a CLEC demarcation point and the remote

3 DSLAM. Unbundled Packet Switching includes use of transport facilities,

4 DSLAM functionality and ATM electronics necessary to generate a virtual

5 channel.'

6 o. PLEASE EXPLAIN WHAT A VIRTUAL CHANNEL AND DSLAM

7 FUNCTIONALITY ARE.

8 A virtual channel is a non-permanent channel that is set up to route data from

9 one location to another (rather than a dedicated permanent channel that can be

10 used by only one entity). In the case of packet switching, the channel is set up in

11 advance of the routing of the packets and is in place throughout the transmission

12 of the packets. This creates the virtual path over which all packets for this

13 particular transmission will go. Once the packets are transmitted, the path is

14 reIeased.2 DSLAM functionality provides the capability and programming that

1 In the UNE Remand Order, the FCC defined the functionality of the packet switching unbundled network
element. In the Matter of Implementation of the Local Competition Provision of the Telecommunications Act
of 1996: Third Report and Order and Fourth Further Notice of Proposed Rulemaldne, CC 96-98, FCC 99-238
'][302 (rel. Nov. 5,1999) (UNE Remand Order). The FCC stated:

In packet-switched networks, messages between network users are divided into units,
commonly referred to as packets, frames, or cells. These individual units are then routed
between network users. The switches that provide this routing function are "packet
switches," and the function of routing individual units based on address or other routing
information contained in the units is "packet switching."

In footnote 592 of the UNE Remand Order, the FCC noted that:2

A.

A.

with packet switching, the packet switches place data units on inter-switch trunks only
when there are active communications between network users. When users are not



Arizona Corporation Commission
Docket No. T-00000A-00-0194

Qwest Corporation
Supplemental Direct Testimony of Barbara J. Bro fl

Page 3, April 16, 2001

1

2

allows for both up-stream and down-stream data feeds and is responsible for

routing the virtual channel to the appropriate place.

3 Q. DOES UNBUNDLED PACKET SWITCHING PROVIDE A CLEC WITH ACCESS

4 TO THE DISTRIBUTION PORTION OF THE LOOP?

5

6

No. UPS only covers the feeder portion of the loop -'from the central office out

through, and including, the FDI.

7 Q. WHAT opTions DOES A CLEC HAVE FOR PURCHASING ACCESS TO THE

8 DISTRIBUTION PORTION OF THE LOOP?

9 A CLEC may choose from the following three distribution loop options when

10 requesting unbundled packet switching:

•11

12

13

14

15

16

•

A CLEC can purchase the distribution subloop and is able to provide both voice
and data services to the end-user customer.

Another CLEC (CLEC2) can purchase the entire UNE loop via UNE-P, and the
CLEC purchasing UPS (CLEC1) can purchase distribution from CLEC2.

For loops over which Qwest provides voice service, a CLEC can line-share, but
only over the distribution subloop.

17 Q. DOES QWEST HAVE AN OBLIGATION TO OFFER UNBUNDLED PACKET

18 SWITCHING?

19 Yes, but only in a limited circumstance.

20 Q. PLEASE DESCRIBE THE CIRCUMSTANCE IN WHICH QWEST HAS AN

21 OBLIGATION TO OFFER UNBUNDLED PACKET SWITCHING.

A.

A.

A.

sending each other messages or packets, no bandwidth is used on the trunks between the
packet switches.
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1

2

Qwest is obligated to offer unbundled packet switching when the following four

conditions exist:

3

4

5

6

7

8 •

Qwest has deployed digital loop carrier systems ("DLC"),

There are no spare copper loops available capable of supporting DSL services,

Qwest has placed a DSLAM for its own use in a remote Qwest premises but has
not permitted the CLEC to collocate its own DSLAM at the same remote Qwest
premises, and

Qwest has deployed packet switching capability for its own use.

9 Q. WHAT AUTHORITY DOES QWEST RELY UPON FOR ITS ASSERTION THAT

10 ACCESS TO UNBUNDLED PACKET SWITCHING IS REQUIRED ONLY IN A

11 LIMITED CIRCUMSTANCE?

12 A.

13

14

15

16

17

In its UNE Remand Order, the FCC found "one limited exception to [its] decision

to decline to unbundle packet switching." 8 The FCC then laid out its criteria:

where the ALEC has deployed digital loop carrier (DLC) systems, no spare copper

facilities are available, and the incumbent has placed its DSLAM in a remote

terminal. The FCC went on to find that the ILEC will not be required to offer

access to unbundled packet switching "if it permits a requesting carrier to

18 collocate its DSLAM in the incumbent's remote terminal, on the same terms and

19 conditions that apply to its own DSLAM."4

20 Q. PLEASE-DESCRIBE THE RATE ELEMENTS THAT QWEST PROPOSES FOR

21 PACKET SWITCHING.

3

4

UNE Remand Order'][313.

A.

1_<1.



Arizona Corporation Commission
Docket No. T-00000A-00-0194

Qwest Corporation
Supplemental Direct Testimony of Barbara J. Bro fl

Page 5, April 16, 2001

1 A. Qwest proposes the following rate elements:

2

3

(1) Unbundled Packet Switch Customer Channel. This rate element consists of

two (2) rate sub-elements: DSLAM functionality and virtual transport.

(1 a) DSLAM functionality contains both a non-recurring rate and a
recurring rate. Rates will vary depending on the following factors: (a)
Uncommitted Bit Rate or, (b) Committed Bit Rate at 256 Kbps, 512 Kbps,
768 Kbps, 1 Mbps, or 7 Mbps.

4

5

6

7

8

9

10

11

12

13

14

15

16

(1 b) Virtual Transport which includes virtual loop transport from the
DSLAM to the Qwest Wire Center and virtual interoffice transport from the
Wire Center sewing the end-user customer to the Wire Center containing
the packet switch. Both a non-recurring rate and a recurring rate shall
apply, If a CLEC provisions its own transport, then this rate element shall
not apply,

17

18

19

20

21

22

23

24

(2) Unbundled Packet Switch Loop Capabilitv. This element includes loop facilities

between the Remote DSLAM and the end-user customer premises and will vary

depending on the type of loop elements, which may be either a Dedicated Loop or

a Shared Loop. If a CLEC provisions its own transport from the end user

customer to the DSLAM, this rate element shall not apply,

(3) Unbundled Packet Switch Interface Port. This element involves the CLEC

obtaining the Unbundled Packet Switch Interface Port currently contained within

Qwest's network. This port may be a DS1 or DS3 port on a packet switch,

allowing virtual channels to be connected and transmitted to CLEC network.

25 Q. DOES QWEST PROPOSE BOTH RECURRING AND NON-RECURRING RATES

26 FOR UNBUNDLED PACKET SWITCHING?

27

28

29

As described above, Qwest is proposing both recurring and non-recurring

charges for unbundled packet switching. The proposed rates may be found in

Exhibit MA-1A, which is attached to Ms. Maureen Arnold's supplemental direct

30

A.

testimony.
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1 Ill. LINE SPLITTING

2 Q. PLEASE DESCRIBE LINE SPLITTING.

3 Line Splitting provides CLECs with the opportunity to offer advanced data service

4 simultaneously with an existing UNE-P by using the frequency range above the

5 voice band on the copper loop. The advanced data service may be provided by

6 a CLEC or another data service provider chosen by the CLEC. A POTS splitter

7 must be inserted into the UNE-P to accommodate establishment of the advanced

8 data service. The POTS splitter separates the voice and data traffic and allows

9 the copper loop to be used for simultaneous DLEC data transmission and CLEC-

10 provided voice service to the end user.5

11 Q. IS QWEST OBLIGATED TO OFFER A LINE SPLITTING PRODUCT?

12 A. Yes. In its Line Snlittinq Order, the FCC clarified that "incumbent LECs have a

13 [current] obligation to permit competing carriers to engage in line splitting using

14 the UNE-platform where competing carrier purchases the entire loop and

15 provides its own splitter."5

16 Q. IS QWEST RESPONSIBLE FOR PROVIDING THE SPLITTER?

5 For purposes of this testimony, "CLEC" will refer to the voice provider and "DLEC" will refer to the advanced
data service provider. The CLEC and DLEC may be the same entity as when one CLEC chooses to provide
both voice and data services, or they may be separate entities as when two CLECs choose to partner together to
provide voice and data services.

6

A.

In the Matter of Deplovment of Wireline Services Offering Advanced Telecommunications Capabilitv and
Implementation of the Local Competition Provisions of the Telecommunications Act of 1996. Third Report
and Order On Reconsideration in CC Docket No. 98-147, Fourth Report and Order on Reconsideration in CC
Docket No. 96-98, Third Further Notice of Proposed Rulemaking in CC Docket No. 98-147, Sixth Further



Arizona Corporation Commission
Docket No. T-00000A~00-0194

Qwest Corporation
Supplemental Direct Testimony of Barbara J. Bro fl

Page 7, April 16, 2001

1 No. The CLEC, either on its own or through a partnership with a DLEC, is

2

3

4

responsible for providing the splitter and any other equipment necessary to

provide both voice and data services to an end~user across a single UNE-P

POTS line.

5 Q. IS THE SPLITTER INSTALLED IN CONJUNCTION WITH QWEST'S

6 PROCESSING OF THE CLEC'S REQUEST FOR LINE SPLITTING?

7

8

No. It is necessary that any construction required to install the splitter be

completed before Qwest can process the CLEC's request for line splitting. As a

9

10

result, the recurring and non-recurring rates associated with installation of the

splitter are addressed in my direct testimony on line sharing filed on March 15,

2001 |11

12 Q. ARE THERE ANY RECURRING OR NON-RECURRING RATES THAT ARE

13 SPECIFIC TO LINE SPLITTING?

14 No. With the description of line splitting that Qwest is advocating, the costs

15 associated with line splitting are addressed with proposed or existing rates.

16 Q. WHAT RECURRING RATES WOULD APPLY WHEN A CLEC ORDERS LINE

17 SPLITTING?

18

19

The voice CLEC would be charged the recurring rates normally assessed in the

purchase of UNE-P POTS. In addition, the recurring rate for Interconnection Tie

A.

A.

A.

A.

Notice Of Proposed Rulemaking in CC Docket No. 96-98, FCC 01-26 '][19 (rel. Jan. 19, 2001) (Line Splitting
Order).
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1 Pairs ("ImPs") per termination would apply. There will be one-ITP for voice and

one ITS for data.2

3 Q. WHAT NON-RECURRING RATES WOULD APPLY WHEN A CLEC ORDERS

4 LINE SPLlTI'ING?

5

6

7

There is a non-recurring charge proposed for basic installation (Shared Loop, per

loop). In addition, as with line sharing, other non-recurring charges may be

applicable for items such as line conditioning and trouble isolation.

8 Q. DOES THIS CONCLUDE YOUR TESTIMONY?

9 A.

A.

Yes. I have concluded my testimony.
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1 IDENTIFICATION OF WITNESS

2

3

4 A.

5

Q. ARE you THE SAME BARBARA J. BROHL THAT HAS PREVIOUSLY FILED

TESTIMONY IN THIS COST DOCKET?

Yes. I am the same Barbara J. Bro fl who filed Direct and Supplemental Direct

Testimony in this cost docket.

WHAT IS THE PURPOSE OF YOUR REBUTI'AL TESTIMONY?6

7 A.

8

9

The purpose of my rebuttal testimony is to respond to the testimony submitted by

both Mr. Chandler and Mr. Ed Caputo.

10

11 A.

12

13

Q. WHAT ISSUES WILL YOU ADDRESS IN MR. CHANDLER'S TESTIMONY?

I will address the limited circumstances in which Qwest is obligated to unbundle

packet switching. Mr. James C. Overton will address the technical aspects and

Ms.Terri Million will address any cost issues.

WHAT ISSUES WILL YOU ADDRESS IN MR. ED CAPUTO'S TESTIMONY?14 Q.

15 A.

16

17

18

19

20

I will address the issues of the Qwest process for Custom Routing and the

rationale of Individual Case Based prices for custom routing. Additionally l will

address the Qwest obligation for unbundled access to its ICNAM information.

Mr. James C. Overton will address the technical aspects and Ms. Terri Million will

address any cost issues.

21 II. REBUTTAL TO MR. CHANDLER

22

23

24

Q.

Q.

DOES MR. CHANDLER'S TESTIMONY ACKNOWLEDGE THAT THE FCC

HAS RULED THAT PACKET SWITCHING IS TO BE UNBUNDLED ONLY IN A

LIMITED CIRCUMSTANCE?

I.
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1

2

No. Mr. Chandler does not acknowledge the limited circumstance of unbundling

packet switching pursuant to the FCC.

3

4

5 A.

6

Q. DID THE FCC DECLINE TO ORDER THE UNBUNDLING OF SPECIFIC

PACKET TECHNOLOGIES.

Yes. Paragraphs 304 and 311, FCC 99-288 (Third Report and Order),

acknowledge the FCC did not intend to unbundle specific packet technologies.

7 Q.

8

9 A.

10

WHAT DOES THE FCC CONCLUDE IN ITS UNBUNDLING ANALYSIS FOR

PACKET SWITCHING?

The FCC declined to unbundle packet switching functionality except in limited

circumstances at paragraph 306, FCC 99-238.

11

12

13 A.

14

PLEASE RESTATE THE QWEST OBLIGATION TO OFFER UNBUNDLED

PACKET SWITCHING?

As stated in my direct testimony Qwest is obligated to only unbundle its packet

switching in a limited circumstance.

15

16

17 A.

18

19

20
21

22
23
24

25

Q. PLEASE RESTATE THE LIMITED CIRCUMSTANCE IN WHICH QwEST HAS

AN OBLIGATION TO OFFER UNBUNDLED PACKET SWITCHING.

Qwest is obligated to offer unbundled packet switching when the following four

conditions exist:

» Qwest has deployed digital loop carrier systems (DLC),

» There are no spare copper loops available capable of supporting DSL
semces,

• Qwest has placed a DSLAM for its own use in a remote Qwest premises
but has not permitted CLEC to collocate its own DSLAM at the same
remote Qwest premises, and

» Qwest has deployed packet switching capability for its own use

26

27

28

Q.

Q.

A.

WHAT AUTHORITY DOES QWEST RELY UPON IN ITS ASSERTION THAT

ACCESS TO UNBUNDLED PACKET SWITCHING IS REQUIRED ONLY IN A

VERY LIMITED CIRCUMSTANCE?
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A. In its UNE Remand Order, the FCC found "one limited exception to [its] decision

The FCC then laid out its criteria:

1

2

3

4

5

6

7

8

to decline to unbundle packet switching." 1

where the ILEC has deployed digital loop carrier (DLC) systems, no spare copper

facilities are available, and the incumbent has placed its DSLAM in a remote

terminal. The FCC went on to find that the ILEC will not be required to offer

access to unbundled packet switching "if it permits a requesting carrier to

collocate its DSLAM in the incumbent's remote terminal, on the same terms and

conditions that apply to its own DSLAM...2

g

10

11

12

Q. WILL QWEST ALLOW A CLEC TO COLLOCATE ITS DSLAM IN ITS REMOTE

TERMINAL?

Yes. Qwest will allow collocation of CLEC DSLAMs in its remote terminals at a

mounting unit level where space is available.

i s

14

15

Q. ARE CLECS PRESENTLY PROVIDING ADVANCED SERVICES TO THE

MARKET ?

Yes.

16 III. REBUTTAL TO MR. ED CAPUTO

17

18

19

20

21

22

23

24

Q. PLEASE DEFINE CUSTOM ROUTING.

Customized Routing permits CLEC to designate a particular outgoing trunk that

will carry certain classes of traffic originating from CLEC's end-users.

Customized routing enables CLEC to direct particular classes of calls to

particular outgoing trunks which will permit CLEC to self-provide or select among

other providers of interoffice facilities, operator services and directory assistance.

Customized routing is a software function of a switch. Customized Routing may

be ordered as an application with Resale or Unbundled Local Switching.

1

2

UNE Remand Order11313.

A.

A.

A.

M-
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1

2

3

4

Q. DOES QWEST HAVE A PROCESS FOR A CLEC TO SUBMIT A REQUEST

FOR CUSTOM PRICING?

Yes.

5

6

7

8

9

10

11

12

13

Q. PLEASE SUMMARIZE THE QWEST CUSTOM ROUTING REQUEST

PROCESS FOR A CLEC.

A CLEC will make its request for Custom Routing to its Service Manager,

information regarding the end offices, facilities, and routing will be needed from

the CLEC. A meeting will be held with the appropriate Qwest and CLEC team

members to review and discuss the CLECs request. Upon both Parties

agreement of the request, Qwest will have the proposed request casted at

TELRIC and propose timelines. The CLEC will need to agree to the prices and

the timelines by submitting a 50% payment prior to implementation.

14

ts

16

17

18

19

20

Q. PLEASE EXPLAIN WHY CUSTOM ROUTING IS PRICED ON INDIVIDUAL

CASE BASIS.

Each CLEC will have a unique design based on its specific requirements. The

establishment of custom routing in itself is a custom design not a standard design

and lends itself to the individual case based pricing of the specifics of the given

design. Some examples are: what is to be routed, how many end offices will be

routed, are routes in presently in place, etc...

Q. IF A CLEC DISPUTES THE TELRIC PRICE IS THERE A PRCCESS TO

MANAGE THE DISPUTE?

21

22

23

24

25

Dispute Resolution may be used to resolve any concerns regarding the TELRIC

price.

26

A.

A.

Q.

A.

A.

PLEASE DESCRIBE ICNAM.
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1

2

3

4

InterNetwork Calling Name (ICNAM) is a Qwest service that allows CLEC to

query Qwest's ICNAM database and secure the listed name information for the

requested telephone number (calling number), in order to deliver that information

to CLEC's end users.

5

6

7 A.

8

9

Q. DOES QWEST HAVE AN OBLIGATION TO PRCVIDE UNBUNDLED ACCESS

TO ICNAM?

Pursuant to the FCC UNE Remand, paragraph 400, Qwest has an obligation to

provide unbundled access to its ICNAM database for the purpose of switch query

and database responses through the SS7 network.

10

11

12 A.

13

14

Q. DOES QWEST FOLLOW THE INDUSTRY STANDARDS FOR THE TCAP

QUERY PROCESS USED FOR ICNAM ?

Yes. The Qwest TCAP query process follows the industry guidelines. Thus, the

timing issue Mr. Caputo addresses in his testimony is based on the industry

standard.

DOES QWEST REQUIRE THAT IT USE THE SAME TCAP QUERY PROCESS

FOR ITSELF IN ACCESSING ICNAM INFORMATION AS IT REQUIRES OF

CLECS?

15 Q.

16 *

17

18 A.

19

Yes. Qwest uses the same TCAP query process that it requests of CLECs.

20

21

Q. DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?

A.

A.

Yes. I have concluded my rebuttal testimony.
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l I. IDENTIFICATION OF WITNESS

2 Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND POSITION WITH

3 QWEST CORPORATION.

4

5

6

My name is Barbara J. Bro fl, and I am employed by Qwest Corporation (Qwest)

as a Director of Wholesale Advocacy in the Wholesale Markets organization. My

business address is 1801 California St, Room 2410, Denver, Colorado 80202.

7 Q. ARE YOU THE SAME BARBARA J. BROHL WHO FILED DIRECT TESTIMONY

8 IN THIS DOCKET

9 A. Yes.

10 Q. WHAT IS THE PURPOSE OF YOUR SUPPLEMENTAL DIRECT TESTIMONY?

11

12

13

14

15

The purpose of my testimony is to describe additional unbundled network elements

("UNEs") that Qwest is offering and that I did not address in my direct testimony

filed March 15, 2001. I am also providing Qwest's proposed recurring and non-

recurring rates for these additional UNEs. Specifically, I address the following

subjects:

Unbundled Packet Switching, and

Line Splitting.

18 II. UNBUNDLED PACKET SWITCHING

19

16

17

A.

Q. PLEASE DESCRIBE UNBUNDLED PACKET SWITCHING ("UPS").

A.
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1 Unbundied Packet Switching provides the functionality of delivering packet data

2 units via a virtual channel between a CLEC demarcation point and the remote

3 DSLAM. Unbundled Packet Switching includes use of transport facilities,

4 DSLAM functionality and ATM electronics necessary to generate a virtual

5 channel.'

6 Q. PLEASE EXPLAIN WHAT A VIRTUAL CHANNEL AND DSLAM

7 FUNCTIONALITY ARE.

8 A virtual channel is a non-permanent channel that is set up to route data from

9 one location to another (rather than a dedicated permanent channel that can be

10 used by only one entity). In the case of packet switching, the channel is set up in

11 advance of the routing of the packets and is in place throughout the transmission

12 of the packets. This creates the virtual path over which all packets for this

13 particular transmission will go. Once the packets are transmitted, the path is

14 released DSLAM functionality provides the capability and programming that

1 In the UNE Remand Order, the FCC defined the functionality of the packet switching unbundled network
element. In the Matter of Implementation of the Local Competition Provision of the Telecommunications Act
of 1996: Third Report and Order and Fourth Further Notice of Proposed Rulemaldne, CC 96-98, FCC 99-238
'][302 (rel. Nov. 5, 1999) (UNE Remand Order). The FCC stated:

In packet-switched networks, messages between network users are divided into units,
commonly referred to as packets, frames, or cells. These individual units are then routed
between network users. The switches that provide this routing function are "packet
switches," and the function of routing individual units based on address or other routing
information contained in the units is "packet switching."

In footnote 592 of the UNE Remand Order, the FCC noted that:2

A.

A.

With packet switching, the packet switches place data units on inter-switch trunks only
when there are active communications between network users. When users are not
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1

2

allows for both up-stream and down-stream data feeds and is responsible for

routing the virtual channel to the appropriate place.

3 Q. DOES UNBUNDLED PACKET SWITCHING PRCVIDE A CLEC WITH ACCESS

4 TO THE DISTRIBUTION PORTION OF THE LOOP?

5

6

No. UPS only covers the feeder portion of the loop -from the central office out

through, and including, the FDI.

7 Q. WHAT OPTIONS DOES A CLEC HAVE FOR PURCHASING ACCESS TO THE

8 DISTRIBUTION PORTION OF THE LOOP?

9

10

A CLEC may choose from the following three distribution loop options when

requesting unbundled packet switching:

•11

12

13

14

15

16

•

A CLEC can purchase the distribution subloop and is able to provide both voice
and data services to the end-user customer.

Another CLEC (CLEC2) can purchase the entire UNE loop via UNE-P, and the
CLEC purchasing UPS (CLEC1) can purchase distribution from CLEC2.
For loops over which Qwest provides voice service, a CLEC can line-share, but
only over the distribution subloop.

17 Q. DOES QWEST HAVE AN OBLIGATION TO OFFER UNBUNDLED PACKET

18 SWITCHING?

19 Yes, but only in a limited circumstance.

20 Q. PLEASE DESCRIBE THE CIRCUMSTANCE IN WHICH QWEST HAS AN

21 OBLIGATION TO OFFER UNBUNDLED PACKET SWITCHING.

A.

A.

A.

sending each other messages or packets, no bandwidth is used on the trunks between the
packet switches.
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1 Qwest is obligated to offer unbundled packet switching when the following four

conditions exist:2

3

4

5

6

7

8 •

Qwest has deployed digital loop carrier systems ("DLC"),

There are no spare copper loops available capable of supporting DSL services,

Qwest has placed a DSLAM for its own use in a remote Qwest premises but has
not permitted the CLEC to collocate its own DSLAM at the same remote Qwest
premises, and
Qwest has deployed packet switching capability for its own use.

9 Q. WHAT AUTHQRIITY DOES QWEST RELY UPON FOR ITS ASSERTION THAT

10 ACCESS TO UNBUNDLED PACKET SWITCHING IS REQUIRED ONLY IN A

11 LIMITED CIRCUMSTANCE?

12 A.

13

14

15

16

17

In its UNE Remand Order, the FCC found "one limited exception to [its] decision

to decline to unbundle packet switching." 3 The FCC then laid out its criteria:

where the ALEC has deployed digital loop carrier (DLC) systems, no spare copper

facilities are available, and the incumbent has placed its DSLAM in a remote

terminal. The FCC went on to find that the ILFC will not be required to offer

access to unbundled packet switching "if it permits a requesting carrier to

18 collocate its DSLAM in the incumbent's remote terminal, on the same terms and

19 conditions that apply to its own DSLAM."4

20 Q. PLEASE~DESCRIBE THE RATE ELEMENTS THAT QWEST PROPOSES FOR

21 PACKET SWITCHING.

3

4

UNE Remand Order'][3 la.

A.

L .



*

Arizona Corporation Commission
Docket No. T-00000A-00-0194

Qwest Corporation
Supplemental Direct Testimony of Barbara J. Bro fl

Page 5, April 16, 2001

1 A. Qwest proposes the following rate elements:

2

3

(1) Unbundled Packet Switch Customer Channel. This rate element consists of

two (2) rate sub-elements: DSLAM functionality and virtual transport.

4 (1 a) DSLAM functionality contains both a non-recurring rate and a
recurring rate. Rates will vary depending on the following factors: (a)
Uncommitted Bit Rate or, (b) Committed Bit Rate at 256 Kbps, 512 Kbps,
768 Kbps, 1 Mbps, or 7 Mbps.

5

6

7

8

9

10

11

12

13

14

15

16

(1 b) Virtual Transport which includes virtual loop transport from the
DSLAM to the Qwest Wire Center and virtual interoffice transport from the
Wire Center serving the end-user customer to the Wire Center containing
the packet switch. Both a non-recurring rate and a recurring rate shall
apply. If a CLEC provisions its own transport, then this rate element shall
not apply.

17

18

19

20

21

22

23

24

(2) Unbundled Packet Switch Loop CaDabilitv. This element includes loop facilities

between the Remote DSLAM and the end-user customer premises and will vary

depending on the type of loop elements, which may be either a Dedicated Loop or

a Shared Loop. If a CLEC provisions its own transport from the end user

customer to the DSLAM, this rate element shall not apply.

(8) Unbundled Packet Switch Interface Port. This element involves the CLEC

obtaining the Unbundled Packet Switch Interface Port currently contained within

Qwest's network. This port may be a DS1 or DS3 port on a packet switch,

allowing virtual channels to be connected and transmitted to CLEC network.

25 Q. DOES QWEST PROPOSE BOTH RECURRING AND NON-RECURRING RATES

26 FOR UNBUNDLED PACKET SWITCHING?

27 A.

:28

29

As described above, Qwest is proposing both recurring and non-recurring

charges for unbundled packet switching. The proposed rates may be found in

Exhibit MA-1A, which is attached to Ms. Maureen Arnold's supplemental direct

30 testimony.
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1 III. LINE SPLITTING

2 Q. PLEASE DESCRIBE LINE SPLITTING.

3 Line Splitting provides CLECs with the opportunity to offer advanced data service

4 simultaneously with an existing UNE-P by using the frequency range above the

5 voice band on the copper loop. The advanced data service may be provided by

6 a CLEC or another data service provider chosen by the CLEC. A POTS splitter

7 must be inserted into the UNE-P to accommodate establishment of the advanced

8 data service. The POTS splitter separates the voice and data traffic and allows

9 the copper loop to be used for simultaneous DLEC data transmission and CLEC-

10 provided voice service to the end user.5

11 Q. IS QWEST OBLIGATED TO OFFER A LINE SPLITTING PRODUCT?

12 A. Yes. In its Line Splittinq Order, the FCC clarified that "incumbent LECs have a

13 [current] obligation to permit competing carriers to engage in line splitting using

14 the UNE-platform where competing carrier purchases the entire loop and

15 provides its own splil"ter."6

16 Q. IS QWEST RESPONSIBLE FOR PROVIDING THE SPLrITER?

5 For purposes of this testimony, "CLEC" will refer to the voice provider and "DLEC" will refer to the advanced
data service provider. The CLEC and DLEC may be the same entity as when one CLEC chooses to provide
both voice and data services, or they may be separate entities as when two CLECs choose to partner together to
provide voice and data services.

6

A.

In the Matter of Deplovment of Wireline Services Offering Advanced Telecommunications Capabilitv and
Implementation of the Local Competition Provisions of the Telecommunications Act of 1996, Third Report
and Order On Reconsideration in CC Docket No. 98-147, Fourth Report and Order on Reconsideration in CC
Docket No. 96-98, Third Further Notice of Proposed Rulemaking in CC Docket No. 98-147, Sixth Further
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1 No. The CLEC, either on its own or through a partnership with a DLEC, is

2

3

responsible for providing the splitter and any other equipment necessary to

provide both voice and data services to an end-user across a single UNE-P

POTS line.4

5 Q. IS THE SPLITTER INSTALLED IN CONJUNCTION WITH QWEST'S

6 PROCESSING OF THE CLEC'S REQUEST FOR LINE SPLITTING?

7

8

9

10

No. It is necessary that any construction required to install the splitter be

completed before Qwest can process the CLEC's request for line splitting. As a

result, the recurring and non-recurring rates associated with installation of the

splitter are addressed in my direct testimony on line sharing filed on March 15,

2001111

12 Q. ARE THERE ANY RECURRING OR NON-RECURRING RATES THAT ARE

13 SPECIFIC TO LINE SPLITTING?

14 No. With the description of line splitting that Qwest is advocating, the costs

15 associated with line splitting are addressed with proposed or existing rates.

16 Q. WHAT RECURRING RATES WOULD APPLY WHEN A CLEC ORDERS LINE

17 SPLITTING?

18

19

The voice CLEC would be charged the recurring rates normally assessed in the

purchase of UNE-P POTS. In addition, the recurring rate for Interconnection Tie

A.

A.

A.

A.

Notice Of Proposed Rulemaldng in CC Docket No. 96-98, FCC 01-26 '][19 (rel. Jan. 19, 2001) (Line Splitting
Order).
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1 Pairs ("ImPs") per termination would apply, There will be one-ITP for voice and

one ITS for data.2

3 Q. WHAT NON-RECURRING RATES WOULD APPLY WHEN A CLEC ORDERS

4 LINE SPLITTING?

5

6

7

There is a non-recurring charge proposed for basic installation (Shared Loop, per

loop). In addition, as with line sharing, other non-recurring charges may be

applicable for items such as line conditioning and trouble isolation.

8 Q. DOES THIS CONCLUDE YOUR TESTIMONY?

9 A.

A.

Yes. I have concluded my testimony.
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1 IDENTIFICATION OF WITNESS

2

3

4 A.

5

ARE YOU THE SAME BARBARA J. BROHL THAT HAS PREVIOUSLY FILED

TESTIMONY IN THIS COST DOCKET?

Yes. I am the same Barbara J. Bro fl who filed Direct and Supplemental Direct

Testimony in this cost docket.

Q. WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY?6

7 A.

8

9

The purpose of my rebuttal testimony is to respond to the testimony submitted by

both Mr. Chandler and Mr. Ed Caputo.

10

11

12

13

Q. WHAT ISSUES WILL YOU ADDRESS IN MR. CHANDLER'S TESTIMONY?

I will address the limited circumstances in which Qwest is obligated to unbundle

packet switching. Mr. James C. Overton will address the technical aspects and

Ms.Terri Million will address any cost issues.

Q. WHAT ISSUES WILL you ADDRESS IN MR. ED CAPUTO'S TESTIMONY?14

15

16

17

18

19

20

I will address the issues of the Qwest process for Custom Routing and the

rationale of Individual Case Based prices for custom routing. Additionally I will

address the Qwest obligation for unbundled access to its ICNAM information.

Mr. James C. Overton will address the technical aspects and Ms. Terri Million will

address any cost issues.

21 II. REBUTTAL TO MR. CHANDLER

22

23

24

A.

A.

Q.

Q.

DOES MR. CHANDLER'S TESTIMONY ACKNOWLEDGE THAT THE FCC

HAS RULED THAT PACKET SWITCHING IS TO BE UNBUNDLED ONLY IN A

LIMITED CIRCUMSTANCE?

I.
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1

2

No. Mr. Chandler does not acknowledge the limited circumstance of unbundling

packet switching pursuant to the FCC.

3

4

5 A.

6

Q. DID THE FCC DECLINE TO ORDER THE UNBUNDLING OF SPECIFIC

PACKET TECHNOLOGIES.

Yes. Paragraphs 304 and 311, FCC 99-238 (Third Report and Order),

acknowledge the FCC did not intend to unbundle specific packet technologies.

7

8

9 A.

10

Q. WHAT DOES THE FCC CONCLUDE IN ITS UNBUNDLING ANALYSIS FOR

PACKET SWITCHING?

The FCC declined to unbundle packet switching functionality except in limited

circumstances at paragraph 306, FCC 99-238.

11

12

13 A.

14

Q. PLEASE RESTATE THE QWEST OBLIGATION TO OFFER UNBUNDLED

PACKET SWITCHING?

As stated in my direct testimony Qwest is obligated to only unbundle its packet

switching in a limited circumstance.

PLEASE RESTATE THE LIMITED CIRCUMSTANCE IN WHICH QWEST HAS

AN OBLIGATION TO OFFER UNBUNDLED PACKET SWITCHING.

15

16

17 A.

18

Qwest is obligated to offer unbundled packet switching when the following four

conditions exist:

•

•

•

19

20
21

22
23
24

25 •

Qwest has deployed digital loop carrier systems (DLC);

There are no spare copper loops available capable of supporting DSL
services,

Qwest has placed a DSLAM for its own use in a remote Qwest premises
but has not permitted CLEC to collocate its own DSLAM at the same
remote Qwest premises, and

Qwest has deployed packet switching capability for its own use

26

27

28

Q.

Q.

A.

WHAT AUTHORITY DOES QWEST RELY UPON IN ITS ASSERTION THAT

ACCESS TO UNBUNDLED PACKET SWITCHING IS REQUIRED ONLY IN A

VERY LIMITED CIRCUMSTANCE?
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A. In its UNE Remand Order, the FCC found "one limited exception to [its] decision

to decline to unbundle packet switching." 1

where the ILEC has deployed digital loop carrier (DLC) systems, no spare copper

facilities are available, and the incumbent has placed its DSLAM in a remote

terminal. The FCC went on to find that the ILEC will not be required to offer

access to unbundled packet switching "if it permits a requesting carrier to

collocate its DSLAM in the incumbent's remote terminal, on the same terms and

The FCC then laid out its criteria:

1

2

3

4

5

6

7

8 conditions that apply to its own DSLAM.112

g

10

11

12

Q. WILL QWEST ALLOW A CLEC TO COLLOCATE ITS DSLAM IN ITS REMOTE

TERMINAL?

Yes. Qwest will allow collocation of CLEC DSLAMs in its remote terminals at a

mounting unit level where space is available.

13

14

15

Q. ARE CLECS PRESENTLY PROVIDING ADVANCED SERVICES TO THE

MARKET ?

Yes.

16 Ill. REBUTTAL TO MR. ED CAPUTO

17

18

19

20

21

22

23

24

Q. PLEASE DEFINE CUSTOM ROUTING.

Customized Routing permits CLEC to designate a particular outgoing trunk that

will carry certain classes of traffic originating from CLEC's end-users.

Customized routing enables CLEC to direct particular classes of calls to

particular outgoing trunks which will permit CLEC to self-provide or select among

other providers of interoffice facilities, operator services and directory assistance.

Customized routing is a software function of a switch. Customized Routing may

be ordered as an application with Resale or Unbundled Local Switching.

IJ

A.

A.

A.

1

2

UNE Remand Order11313.

M-
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1

2

3

4

Q. DOES QWEST HAVE A PROCESS FOR A CLEC TO SUBMIT A REQUEST

FOR CUSTOM PRICING?

Yes.

5

6

7

8

9

10

11

12

13

Q. PLEASE SUMMARIZE THE QWEST CUSTOM ROUTING REQUEST

PROCESS FOR A CLEC.

A CLEC will make its request for Custom Routing to its Service Manager,

information regarding the end offices, facilities, and routing will be needed from

the CLEC. A meeting will be held with the appropriate Qwest and CLEC team

members to review and discuss the CLECs request. Upon both parties

agreement of the request, Qwest will have the proposed request casted at

TELRIC and propose timelines. The CLEC will need to agree to the prices and

the timelines by submitting a 50% payment prior to implementation.

14

15

16

17

18

19

20

Q. PLEASE EXPLAIN WHY CUSTOM ROUTING IS PRICED ON INDIVIDUAL

CASE BASIS.

Each CLEC will have a unique design based on its specific requirements. The

establishment of custom routing in itself is a custom design not a standard design

and lends itself to the individual case based pricing of the specifics of the given

design. Some examples are: what is to be routed, how many end offices will be

routed, are routes in presently in place, etc...

Q. IF A CLEC DISPUTES THE TELRIC PRICE IS THERE A PROCESS TO

MANAGE THE DISPUTE?

21

22

23

24

25

Dispute Resolution may be used to resolve any concerns regarding the TELRIC

price.

26

A.

A.

A.

A.

Q. PLEASE DESCRIBE ICNAM.
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1

2

3

4

InterNetwork Calling Name (ICNAM) is a Qwest service that allows CLEC to

query Qwest's ICNAM database and secure the listed name information for the

requested telephone number (calling number), in order to deliver that information

to CLEC's end users.

5

6

7 A.

8

9

Q. DOES QWEST HAVE AN OBLIGATION TO PRDVIDE UNBUNDLED ACCESS

TO ICNAM?

Pursuant to the FCC UNE Remand, paragraph 400, Qwest has an obligation to

provide unbundled access to its ICNAM database for the purpose of switch query

and database responses through the SS7 network.

10 Q.

11

12 A.

13

14

DOES QWEST FOLLOW THE INDUSTRY STANDARDS FOR THE TCAP

QUERY PROCESS USED FOR ICNAM ?

Yes. The Qwest TCAP query process follows the industry guidelines. Thus, the

timing issue Mr. Caputo addresses in his testimony is based on the industry

standard.

DOES QWEST REQUIRE THAT IT USE THE SAME TCAP QUERY PROCESS

FOR ITSELF IN ACCESSING ICNAM INFORMATION AS IT REQUIRES OF

CLECS?

15 Q.

16

17

18 A.

19

Yes. Qwest uses the same TCAP query process that it requests of CLECs.

20

21 A.

DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?Q.

A.

Yes. I have concluded my rebuttal testimony.
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EXECUTIVE SUMMARY

My testimony addresses the following issues that are presented in this

docket: (1) whether the Commission should require the payment of reciprocal

compensation for Internet traffic, (2) the requirement of symmetrical rates for

reciprocal compensation and how that requirement should be applied to switches

owned by competitive local exchange carriers ("CLECs"), (8) the

telecommunications services that Qwest makes available for resale pursuant to

section 251 (c)(4) of the Telecommunications Act of 1996 ("the Act"), and (4) the

nature of various services that Qwest provides to CLECs, including the customer

transfer charge, number portability, 911 service, white pages listings, directory

assistance, and toll and assistance operator services.

Reciprocal Compensation for Internet Traffic

In addressing issues relating to call termination charges, the Commission

must consider whether Internet traffic should be included in any reciprocal

compensation obligations that exist between carriers. As the Commission is

aware from recent interconnection arbitrations, the issue of reciprocal

compensation for Internet traffic raises important considerations of economics

and public policy. Qwest believes it is imperative that this Commission establish

the principle that carriers should not be required to pay reciprocal compensation

for interstate, Internet-related traffic as part of the local call termination pricing

structure.

This Commission has previously ruled that economic and pol icy

considerations support not requiring the payment of reciprocal compensation for

Internet traffic. As I discuss in the testimony that follows, this result is supported

by several considerations. First, the FCC has established that the reciprocal

compensation obligations established by section 251(b)(5) of the

Telecommunications Act of 1996 ("the Act") apply only to local traffic and do not

apply to Internet traffic. This result is supported by the FCC's additional
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conclusion that Internet traffic is not local but, instead, is predominately interstate

in nature. Second, as this Commission and other commissions have recently

recognized, requiring the payment of reciprocal compensation for Internet traffic

leads to an improper subsidy of the Internet and Internet use. In addition, this

tom of compensation is not consistent with the economic principle of cost

causation and creates numerous improper economic incentives for carriers.

These economic and policy-related issues are discussed in detail in the

testimony of Qwest witness, Dr. William Taylor.

Symmetrical Rates and Reciprocal Compensation

Qwest believes that a clarification of this Commission's policy is needed

for the purpose of defining how reciprocal compensation should be applied when

a CLEC switch has been determined to be a tandem. Qwest believes that the

proper application of reciprocal compensation in such cases is for the parties to

bill each in a similar manner for similar traffic. Thus, when a CLEC "mirrors" the

ALEC's rates, end office rates should apply to Qwest traffic under the same

circumstances that Qwest charges CLECs end office rates. In cases where a

CLEC has a direct trunk to a Qwest end office, the CLEC avoids the additional

tandem charge and pays only end office rates. Consistent with the principle of

rate symmetry, like the CLECs, Qwest should only be required to pay end office

rates for direct-trunked traffic.

Telecommunications Services Available for Resale

Consistent with the requirements of section 251(c)(4) of the Act, Qwest

makes available for resale the retail telecommunications services that it provides

to its retail subscribers. These general categories of resale services include

Basic Exchange Telecommunications Service, Basic Exchange Features, and

lntraLATA Toll. While the vast majority of Qwest's retail services are available

for resale, there are some non-telecommunications services that are not

available for resale, as the Act does not require that these services be provided

for resale.
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The Nature of Miscellaneous Services

My testimony also describes the nature of the miscellaneous services

listed above that Qwest makes available to CLECs. These descriptions of the

services provide support for the pricing proposals that Qwest is presenting for

each service.
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1 I. INTRODUCTION

2

3

Q. PLEASE STATE YOUR NAME, OCCUPATION AND BUSINESS

ADDRESS.

4

5

6

7

My name is Larry B. Brotherson. I am employed by Qwest Corporation

("Qwest"), f/k/a U SWEST Communications, Inc., as a director in the

Wholesale Markets organization. My business address is 1801 California

Street, Room 2350, Denver, Colorado 80202.

8 Q. BRIEFLY OUTLINE YOUR EMPLOYMENT BACKGROUND.

9

10

11

12

13

14

15

16

17

18

19

20

21

22

In 1979, I joined Northwester Bell Telephone Company. l have held

several assignments within Northwester Bell, and later within Qwest, then

U S WEST, primarily within the Law Department. Over the past 20 years, I

have been a state regulatory attorney in Iowa, a general litigation attorney,

and a commercial attorney supporting several organizations within Qwest.

My responsibilities have included evaluating and advising the company on

legal issues, drafting contracts, and addressing legal issues that arise in

connection with specific products. With the passage of the

Telecommunications Act of 1996 ("the Act"), I was assigned to be the

attorney in support of the Interconnection Group. In that role, I was directly

involved in negotiating with the CLECs contract language implementing

various sections of the Act, including the Act's reciprocal compensation

provisions. In 1999, I assumed my current duties as director of wholesale

advocacy.

23

24

A.

A.

My current responsibilities include coordinating the witnesses for all

interconnection arbitrations and for hearings related to costs and disputes
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1

2

3

over interconnection issues. Additionally, I work with various groups within

the Wholesale Markets organization of Qwest to develop testimony

addressing issues associated with interconnection services.

4 Q. WHAT IS YOUR EDUCATIONAL BACKGROUND?

5

6

I have two degrees: a Bachelor of Arts degree from Creighton University in

1970, and a Juris Doctorate degree from Creighton University in 1973.

7

8

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE ARIZONA PUBLIC

SERVICE COMMISSION?

9

10

A. Yes. I testified in the Sprint arbitration, Docket Nos. T02432B-00-0026 and

T01051 B-00-0026.

11

12

Q. PLEASE IDENTIFY THE ISSUES THAT YOU ADDRESS IN YOUR

TESTIMONY.

13

14

15

16

17

18

19

20

21

22

A.

A.

The purpose of my testimony is to address: (1) whether the Commission

should require the payment of reciprocal compensation for Internet traffic,

(2) the requirement of symmetrical rates for reciprocal compensation and

how that requirement should be applied to switches owned by competitive

local exchange carriers ("CLECs"), (3) the telecommunications services that

Qwest makes available for resale pursuant to section 251(c)(4) of the

Telecommunications Act of 1996 ("the Act"), and (4) the nature of various

services that Qwest provides to CLECs, including the customer transfer

charge, number portability, 911 service, white pages listings, directory

assistance, and toll and assistance operator services.
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1 II. RECIPROCAL COMPENSATION FOR INTERNET-BOUND TRAFFIC

2

3

Q. WHAT ARE QWEST'S RECOMMENDATIONS FOR THE APPROPRIATE

APPLICATION OF RECIPROCAL COMPENSATION IN ARIZONA?

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

Reciprocal compensation should apply only to local traffic exchanged

between local carriers. No Arizona public policy interest is sewed by

including Internet-bound traffic in reciprocal compensation. This traffic is

interstate in nature, and, absent the ESP exemption, would be subject to

interstate access charge compensation. The fact that the FCC has

indefinitely exempted Internet-bound traffic from access charge

compensation does not mean that this traffic should now somehow qualify

as local traffic or be subject to reciprocal compensation. Indeed, Qwest

already has substantial uncompensated costs relating to Internet traffic in

the form of significant investments in network infrastructure to handle this

type of traffic and through its inability to recover the costs it incurs for these

calls because of the ESP exemption. Requiring Qwest to pay reciprocal

compensation to a second local  prov ider  on top of  these other

uncompensated costs would be inequitable and would increase the subsidy

that Qwest and its ratepayers already are providing.

19 Q. DO CTHER COMPANY WITNESSES ADDRESS THESE ISSUES?

20

21

22

23

A.

A.

Yes. Joseph Craig addresses network issues related to Internet-bound

traffic. Dr. William Taylor addresses the economic and policy issues arising

from the inappropriate application of reciprocal compensation to lntemet-

bound traffic.
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1

2

3

Q. HAS THIS COMMISSION RECENTLY ADDRESSED WHETHER

RECIPROCAL COMPENSATION SHOULD BE PAID FOR INTERNET-

BOUND TRAFFIC?

4

5

6

7

8

9

10

Yes, it has. In the arbitration between Qwest and Sprint during the past

year, this Commission rejected Sprint's request that Qwest be required to

pay reciprocal compensation for Internet-bound traffic.1 In doing so, the

Commission explained that reciprocal compensation would lead to an

improper subsidy of the Internet by ratepayers and would unfairly require

Qwest to not only build the facilities needed to carry that traffic but also to

pay compensation for that traffic:

11

12

13

14

15

16

17

18

19

20

21

We share [Qwest's] concern that establishing
reciprocal compensation for ISP bound traffic would
result in ratepayers subsidizing the Internet. Further,
this Commission recognizes that ISP bound traffic
increases the need for additional infrastructure to
accommodate increased network traffic. Thus, it is
inappropriate for this Commission to order [Qwest] to
construct facilities to handle additional traffic and pay
for the privilege of doing such. Therefore, we believe
that bill and keep is the appropriate compensation
method for ISP bound traffic.

22 4

23

24

Q. HAS THE QWEST PROPOSAL IN THIS PROCEEDING BEEN ADOPTED

BY OTHER COMMISSIONS?

1

A.

In the Matter of the Petition of Sprint Communications Company. L.P._ for
Arbitration of Interconnection Rates, Terms. Conditions and Related
Arrangements with U S WEST Communications. Inc., Docket Nos. T-02432B-
00-0026 and T-01051B-00-0026, Decision No. 62650 at 6-7 (June 13, 2000).
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1

2

3

Yes. In the US WEST/Sprint Arbitration and the US WEST/ICG Arbitration,

both decided within the past year, the Colorado Commission ruled that

reciprocal compensation should not be paid for Internet-bound traffic.2

4

5

6

7

Most recently, the Iowa Utilities Board ruled in the Sprint Arbitration that

Qwest was not obligated to pay reciprocal compensation Internet-bound

traffic. The Board concluded that reciprocal compensation for Internet-

bound traffic

8

9

10

11

12

13

14

15

16

would introduce a series of unwanted distortions into
the market: cross-subsidization of CLECs, ISPs and
Internet users by the lLECs customers who do not.
use the Internet, excessive use of the lntemetl
excessive entry into the market by CLECs
specializing in ISP traffic mainly for the purpose of
receiving compensation from the lLECs, and
disincentives for CLECs to offer either residential
service or advanced services.3

17

18

In addition, the South Carolina Commission recently ruled that reciprocal

compensation should not be paid for Internet traffic, explaining that:

19
20
21
22
23

In the record before this Commission in the instant
arbitration, AT&T agrees that the traffic in question is
interstate, not local. This traffic does not originate
and terminate in the same local service area under
any viable theory that has been advanced in this

2 In the Matter of Sprint Communications Company, L.P. for Arbitration, Docket
No. 00B-011T, Decision No. C00-479, Initial Commission Decision (May 5,
2000), In the Matter of Petition of ICE Telecom Group. Inc. for Arbitration,
Docket No. 00B-103T, Decision No. C00-858, Initial Commission Decision
(August 7, 2000).

3

A.

In re Arbitration of: Sprint Communications Company. L.P.. and U S WEST
Communications, Inc.. NA</a Qwest Corporation, Docket No. ARB-00-1,
Arbitration Order (Issued: Dec.21,2000) at 4.
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1
2
3
4
5
6

case. As the Massachusetts and Colorado
Commissions have so clearly stated, the conclusion
that AT&T wants this Commission to reach is not in
the public interest and in fact creates disincentives for
CLECs to offer residential or advanced services
themseIves.4

7

8

9

Q. DO RECENT DEVELOPMENTS SUPPORT THE CONCERNS THAT THE

COMMISSION EXPRESSED IN THE U S WEST/SPRINT ARBITRATION

RELATING TO RECIPROCAL COMPENSATION?

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

Yes. As the facts regarding reciprocal compensation for Internet-bound

traffic continue to unfold, it is becoming increasingly clear that the practice

creates a number of uneconomic incentives that do not benefit the public

interest in Arizona. My testimony, along with that of Mr. Craig and Dr.

Taylor, is intended to create a current record of the facts and policy

implications that this Commission should consider as it revisits the issue of

reciprocal compensation in the context of this proceeding. To make sound

public policy decisions, the Commission can now look back at the actual

historical data that is an outgrowth of earlier decisions. In this proceeding,

there will be an opportunity to review the Internet-bound minutes and the

balance of Internet-bound traffic and local traffic that is actually being

exchanged. In addition, both the growth of the Internet generally and the

recent emergence of long distance voice telephone calls placed .via the

Internet ("Voice over IP") that avoid access charges provide further reason

to revisit this issue.

4

A.

Petition of AT&T Communications of the Southern States. Inc. for Arbitration of
Certain Terms and Conditions of a Proposed Interconnection Agreement with
BellSouth Telecommunications. Inc. Pursuant to 47 U.S.C. Section 252, Docket
No. 2000-527-C, Order No. 2001-079 at 11-12 (S.C. Commission Jan. 30, 2001)
("South Carolina Order").
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Qwest believes that if local providers are prevented from collecting access

charges on the interstate, Internet calls, the fairest alternative is not to

require reciprocal compensation payments from just one of the joint

providers. The solution that is even-handed for all local carriers is to adopt

a bill and keep policy for Internet-bound traffic, at least until the FCC issues

a final, definitive order relating to this issue.

7 Ill. INTERNET-BOUND TRAFFIC IS INTERSTATE, NOT LOCAL

8

9

Q. HAS INTERNET-BOUND TRAFFIC BEEN RECOGNIZED HISTORICALLY

AS BEING PREDOMINATELY INTERSTATE, NOT LOCAL, IN NATURE?

10

11

12

13

14

Yes. The FCC has traditionally and consistently concluded that lntemet-

bound traffic is interstate in nature. As early as 1983, in a proceeding

involving the application of interexchange access charges to enhanced

service providers (a definitional category under FCC rules that includes

Isms), the FCC stated:

15

16

17

18

19

a facilities-based carrier, reseller or enhanced service
provider might terminate few calls at its own location
and thus would make relatively heat interstate use
of local exchange services and facilities to access its
customers.5

20

21

22

23

In that order, the FCC extended interstate access charges to certain

interstate access users, but determined as a policy matter to exempt

enhanced service providers from such charges in order to spare those

carriers the shock of a too-sudden increase in charges. The FCC made it

5

A.

MTS and WATS Market Structure, CC Docket No. 78-72 Phase I, Memorandum
Opinion and Order, 97 FCC ad 682, 711 (1983) ("MTS/WATS Market Structure
Order").
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clear that its decision temporarily to treat enhanced service provider traffic

the same as local traffic for access charge purposes did not affect the

factual conclusion that such traffic is jurisdictionally interstate in nature.

The FCC stated:

5

6

7

8

9

10

11

12

13

14

We believe that it is reasonable similarly to require
that carrier access charges be applied to any private
line reseller to which ENFIA would have applied.
Other users who employ exchange service for
jurisdictionally interstate communications, including ..
. enhanced service providers, ... who have been
paying the generally much lower business service
rates, would experience severe rate impacts were we
immediately to assess carrier access charges upon
them_6

15 This conclusion was reaffirmed last year when the FCC stated that:

16

17

18

[t]he Commission traditionally has characterized the
l ink from an end user to an [enhanced service
provider] as an interstate access senice.7

19

20

21

22

23

24

More recently, in approving the appl icat ions of Southwester Bel l

Telephone pursuant to section 271 of the Act for entry into the long

distance markets in Kansas and Oklahoma, the FCC specifically stated that

payment of reciprocal compensation for Internet-bound traffic is not

required for 271 approval. Consistent with its earlier ruling in the ISP Order

that internet traffic is predominately interstate in nature, the FCC ruled in

6 at 715 (emphasis added).

7 In the Matter of Implementation of the Local Competition Provisions in the
Telecommunications Act of 1996 and Inter-Carrier Compensation for ISP-Bound
Traffic, CC Docket Nos. 96-98 and 99-68, Declaratory Ruling in CC Docket No.
96-98 and Notice of Proposed Rulemaldng in CC Docket No. 99-68, at 'I[ 16
(released February 26, 1999) ("ISP Order"), vacated byBell Atlantic Tel. Cos. v.
FCC,206 F.3d 1 (D.C. Cir. 2000).
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the SBC order that Internet traffic is not within the reciprocal compensation

obligations imposed by section 251(b)(5) of the Act, since those obligations

apply only to local traffic.8

4

5

6

Q. IS THE FCC'S CONCLUSION THAT INTERNET-BOUND TRAFFIC IS

PREDOMINATELY INTERSTATE CONSISTENT WITH THE TECHNICAL

NATURE OF INTERNET-BOUND CALLS?

7

8

9

10

11

Yes, it is. As described in the testimony of Mr. Craig, from a technical,

network perspective, Internet-bound calls are analogous to long distance

calls in the way they are routed. In addition, the remote hubs to which

Internet calls are delivered are located outside Arizona, meaning that

Internet calls that originate in Arizona usually cross state lines.

12

13

14

Q. HAS THE FCC ADDRESSED WHETHER, AS A FACTUAL MATTER,

INTERNET-BOUND CALLS "TERMINATE" AT THE ISP'S LOCAL

SERVER?

15

16

17

18

Yes. The FCC has concluded that Internet-bound calls "do not terminate at

the ISP's local sewer, as CLECs and ISPs contend, but continue to the

ultimate destination or destinations, specifically at an Internet website that is

often located in another state." ISP Order at 11 12.

19 Q. DIDN'T THE D.C. CIRCUIT OF APPEALS VACATE THE ISP ORDER?

A.

8

A.

In the Matter of Joint Application by SBC Communications Inc., ... for Provision
of In-Region. InterLATA Services in Kansas and Oldahorna, CC Docket No. O0-
217, FCC 01-29 (Rel. Jan..22, 2001) at <]1q1250-51.
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Yes, it did. On March 24, 2000, the D.C. Circuit vacated the ISP Order and

remanded the case to the FCC.

3 Q. ON WHAT BASIS DID THE D. c. CIRCUIT VACATE THE ISP ORDER?

4

5

6

The court vacated the ISP Order on grounds that the FCC failed to explain

adequately why Internet traffic should be examined end-to-end and why it

should be excluded from reciprocal compensation.

7 Q. WHAT IS THE EFFECT OF THE D.C. CIRCUIT COURT'S DECISION?

8

9

10

The court remanded the matter to the FCC. The FCC is now addressing

the determinations it made in its ISP Order, consistent with the D.C.

Circuit's guidance that it explain the basis for those determinations.

11

12

13

Q. DOES THE D.C. CIRCUIT'S DECISION AFFECT THE MERITS OF THE

FCC'S FINDING REGARDING THE INTERSTATE NATURE OF

INTERNET-BOUND TRAFFIC?

14

15

16

17

No, it does not. The D.C. Circuit simply asked the FCC to clarify the

reasoning and use of precedent that resulted in the FCC's determination

that Internet-bound traffic is interstate in nature. The court did not conclude

that the FCC's determination was incorrect.

18

19

Q. DOES OWEST CONSIDER INTERNET-BOUND TRAFFIC TO BE

"LOCAL" TRAFFIC?

20

21

22

A.

A.

A.

A.

A.

No. Qwest has consistently and publicly maintained that Internet-bound

traffic is not local traffic. Because this traffic is classified by the FCC as an

"enhanced service," Qwest is required to bill certain ESP connections out of
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the local exchange tariff. Because of the exemption, ISPs cannot be forced

to purchase access product offerings from the access tariffs. But Qwest

has repeatedly and publicly stated that Internet-bound traffic is interstate.

Qwest does not consider Internet-bound traffic to be local traffic and neither

does the FCC.

6

7

Q. IS THE LOCAL EXCHANGE NETWORK USED TO PROVIDE INTERNET

SERVICE?

8

9

10

11

12

13

14

Yes. Internet traffic, like long distance traffic, uses the local exchange

network. As described in the testimony of Mr. Craig, when a caller makes a

long distance call, the call originates on the network(s) of one or more

providers who route the call to an interexchange carrier's point of presence

POP"). The interexchange carrier then routes the call to the local

exchange carrier sewing the called party. That local exchange carrier then

terminates the call.

("

15

16

17

18

19

20

21

22

Similarly, when a caller accesses the Internet, the call originates on the

network(s) of one or more providers who route the call to an ISP. The call

is then routed onto an Internet backbone to be terminated at the website

the caller seeks to contact. Attached as Exhibit LB-1 is a diagram showing

the similarity between long distance traffic and Internet-bound traffic. As

the South Carolina Commission concluded in its recent order addressing

this issue, the use of the local network by an ISP or an INC is not a proper

measure of whether a service is interstate or local:

23
24
25
26
27

A.

While it is true that the same local loop is used, and
the call passes through the same switch, that is also
true of intrastate or interstate tol l  cal ls that the
subscriber makes. However, as the record
demonstrates, the characteristics of the calls are
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entirely different. The average local call is very short,
while the average call that transits an ISP is often
quite long, which means that the two calls have
entirely different cost characteristics. The
Commission concludes that the fact that each type of
call uses the same loop and switch is no reason to
allow AT&T to recover reciprocal compensation for a
call that in most cases is an interstate call, a fact
admitted by AT&T.9

10

11

12

Q. ARE THERE OTHER EXAMPLES OF TRAFFIC THAT USE THE LOCAL

NETW0RKBUT ARE NOT TREATED AS LOCAL FOR PURPOSES OF

RECIPROCAL COMPENSATION?

13

14

15

16

17

18

19

20

21

Yes. ISP dial-up access is analogous to jointly provided Feature Group A

service, a type of access service that has been in place in Arizona and

other states for many years. Both are line-side connections that allow end-

users to dial a local number to reach an loC or an lap, which then switches

the transmission to its ultimate destination using additional information

provided by the end-user. Despite the fact that Feature Group A traffic

uses the local network and the end-user initiates the call through a local

number, this traffic it is not considered to be local for purposes of reciprocal

compensation.

22

23

Q. WHAT DOES QWEST PROPOSE AS THE APPROPRIATE PUBLIC

POLICY FOR THE PAYMENT OF LOCAL CALL TERMINATION?

24

25

26

Qwest agrees that it is appropriate to pay local call termination charges for

local traffic. Because Internet-bound traffic is not local, it should not be

subject to reciprocal compensation. Qwest asks the Arizona Commission

A.

9 South Carolina Order at 7.

A.
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to reinforce its prior ruling on this issue in the Sprint arbitration proceeding.

Furthermore, imposing reciprocal compensation on this traffic is not

consistent with the access charge exemption, but rather is inconsistent with

that exemption. As Dr. Taylor discusses in his testimony, there are strong

policy reasons for not requiring Qwest to pay reciprocal compensation for

this traffic.

7

8

9

iv. RECIPROCAL COMPENSATION FOR INTERNET TRAFFIC WOULD

ADD TO THE SUBSIDY THAT QWEST ALREADY PROVIDES FOR

INTERNET TRAFFIC BASED ON THE FCC'S ESP EXEMPTION

10

11

Q. WHY DO CLECS ADVOCATE RECIPROCAL COMPENSATION FOR

INTERNET-BOUND TRAFFIC?

12

13

14

15

16

17

18

19

20

21

CLECs are unable to charge interstate access to ISPs because of the

FCC's ESP exemption. Qwest and every independent telephone company

in Arizona accept the fact that the FCC has determined that interstate

access charges cannot be recovered for Internet-bound traffic because this

traffic is an enhanced service. CLECs, however, having first asked to be

certified as local providers, now seek an alterative method of cost recovery

and would have Qwest and other local providers pay local termination

charges for interstate, internet-bound calls. They seek payment for calls

made by Qwest subscribers that Qwest delivers to CLECs and that CLECs

deliver to ISPs.

22

23

24

A.

Q. IF THE TRADITIONAL ACCESS SERVICE RATE STRUCTURE APPLIED,

How WOULD QWEST  AND A CLEC RECOVER T HE COST  OF

ORIGINATING INTERNET-BOUND TRAFFIC?
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Since the FCC has recognized that Internet traffic is largely interstate,

Qwest and other local providers would recover the cost of originating

Internet-bound traffic through access charges. Historically, when two local

exchange carriers jointly provide access for an interstate service, the two

LECs would each collect their portion of the access charges from the INC.

6

7

8

9

10

11

12

13

14

15

As described in Mr. Craig's testimony, from a network perspective, the

routing of an Internet call is very similar to the routing of a long distance

call. Both types of calls involve two local exchange carriers that are jointly

providing access to an interstate service. In addition, with both a long

distance call and an Internet call, the originating carrier - Qwest - does not

know the ultimate destination of the call and does not deliver the call to that

destination. Instead, the originating carrier hands off the call to another

local carrier for delivery to the ISP for delivery to its final destination. The

similarity in the routing of long distance and Internet calls supports adopting

a similar type of compensation mechanism for these calls.

16

17

18

Q. WHAT IS THE EFFECT OF THE FCC'S ACCESS CHARGE EXEMPTION

UPON QWEST 'S AND A CLEC'S ABIL IT Y T O RECOVER THE

NETWORK COSTS OF ORIGINATING INTERNET-BOUND TRAFFIC?

19

20

21

22

The access charge exemption leaves Qwest and other local companies in

essentially the same position. All local service providers lose switched

access revenues that, but for the FCC's access charge exemption, would

be collected from the ISP.

23

24

25

A.

A.

The FCC's access charge exemption places both Qwest and the CLEC in

the position of incurring the cost of carrying Internet traffic while being

barred from charging for those costs. Both Qwest and the CLEC incur
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costs that should be recovered - regardless of where the Internet call is

originated. If the call originates on Qwest's network and is routed over the

CLEC's network in order to reach the ISP, both Qwest and the CLEC incur

the costs associated with the transport and switching on their respective

networks.

6

7

8

9

10

11

12

13

14

15

Qwest is not contending that a CLEC owes Qwest for its lost access

revenues. It is true that a CLEC also is unable to collect any access

revenues from the ISP to offset its expenses associated with handling these

interstate, Internet-bound calls. However, asking one local provider, Qwest,

essentially to make up for the loss in access revenues of the CLEC through

reciprocal compensation, as if Internet traffic is local, ignores the fact that

both companies have incurred expenses that they are both prevented from

recovering. There is no compelling reason why Qwest, in addition to not

receiving access charges to cover its own costs, should be required to

make UP for the lost access revenues of a competing local provider.

16

17

18

19

Q WHAT IS THE MAGNITUDE OF THE LOST ACCESS REVENUE IN THE

STATE OF ARIZONA FOR TRAFFIC GENERATED BY QWEST END

USERS AND DELIVERED TO ISPS THAT ARE BEING SERVED BY

CLECS?

20

21

22

23

24

25

A. Based upon the minutes of Internet-bound traffic delivered to all CLECS for

2000 and using as a surrogate the rate of one cent per minute for the

portion of the interstate originating switched access charge that Qwest

would receive, the amount of switched access revenue that Qwest must

forego from Internet calls to CLECs in Arizona because of the ESP

exemption was over $88 million in 2000.
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Qwest is certainly not suggesting that the CLECs owe Qwest this money.

However, as I stated earlier, there is no compelling reason why Qwest, in

addition to not receiving these access charges to cover its own costs,

should be required to make up for the lost access revenues of CLECs as

well.

6

7

Q. HAS INTERNET TRAFFIC PLACED ANY ADDITIONAL BURDENS ON

LOCAL EXCHANGE CARRIERS?

8

9

10

11

12

13

Yes. As Mr. Craig explains in his testimony, Internet traffic and the long

hold times associated with Internet calls has dramatically increased the

usage of Qwest's network. The additions that Qwest has made to its

network in Arizona and in other states in response to Internet-bound traffic

have required substantial capital expenditures and will continue to require

additional expenditures into the foreseeable future.

14

15

Q. WHAT WAS THE OBJECTIVE OF THE TELECOMMUNICATIONS ACT

OF 1996 AND THE RELATED FCC RULES?

16 A. The intention of the Act was to promote local competition.

17

18

Q. IS RECIPROCAL COMPENSATION ON INTERNET-BOUND TRAFFIC

NECESSARY TO PROMOTE COMPETITION?

19

20

21

22

23

24

A.

A.

No. In the case of ISP business, and based on the traffic volumes that

Qwest has reviewed, CLECs have been very successful in competing with

Qwest for the business of selling connections to ISPs. Qwest sells these

connections to the PSTN to ISPs out of Arizona local exchange tariffs.

They are called Primary Rate interconnections or PRI. Each PRI (and a

large ISP can purchase hundreds of these pipes) can cost over $2,050 on
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average, depending on the volume of traffic. Qwest understands that in a

competitive marketplace it may lose some of this business to CLECs. But

Qwest does not believe that in addition to losing ISP customer business to

competition it must pay the CLEC to accept the interstate traffic for which it

has chosen to compete.

6

7

Q. CAN QWEST MARKET TO ISPS IN THE SAME WAY THAT A CLEC

CAN?

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

No. While Qwest can market to ISPs, it cannot create the one-way flow

onto its network that a CLEC can generate. The reason for this is simple.

Qwest already serves a large, diverse customer base that includes

business and residential customers. It is the existence of this large

customer base, not who serves the ISP, that determines the imbalance of

traffic. The CLEC is able to market its services in order to capture the types

of customers it wants. If, for example, a CLEC chooses to serve only ISPs,

it is free to do so. Internet traffic is characterized by a one-way flow. A

subscriber dials the number for its ISP, and the ISP, in turn, routes the

subscriber's call onto the Internet. The website does not call back. Thus, a

carrier that loads its network with ISPs can guarantee a one-way flow of

traff ic, which translates into revenue in a world where reciprocal

compensation is paid on Internet-bound traffic. An incumbent LEC, which

already has a large number of residential and business customers, cannot

create that one-way flow. Attached as Exhibit Qwest 1.8 is a diagram

illustrating this example.

24

25

Q.

A.

SINCE BOTH QWEST AND THE CLECS OFFER CONNECTIONS TO

ISPS, SHOULDN'T THIS INTERNET TRAFFIC SIMPLY BALANCE OUT?
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No. Traffic is not in balance for a simple reason. The balance of traffic is

more directly a function of the size of the customer base than it is a function

of which carrier serves iSPs. Assume Qwest serves 400,000 access lines

in Phoenix and CLECs serve 10,000 access lines, and assume that the end

users of both companies subscribe to AOL at approximately the same

percentage, 20%. In this scenario, Qwest would have 80,000 customers

calling AOL and CLECs would have 2,000 customers calling AOL. Thus,

the size of the customer base is the important number that impacts the

public policy issue, not the identity of the carrier that serves the ISP. It is

the calls of the 80,000 customers that will generate the majority of the

costs. If AOL were connected to the Qwest switch, Qwest's 80,000

customers would be handed off to the ISP at the Qwest switch. Qwest

would incur originating access expenses but would be unable to collect

access charges. Qwest would have the expenses associated with calls

from those 80,000 customers, but it would not owe any other party money

for this traffic. By contrast, if AOL were connected to a CLEC switch, the

calls from Qwest's 80,000 customers would go through a Qwest switch and

then through a CLEC switch to reach the ISP. If this Commission were to

permit reciprocal compensation for this Internet traffic, CLECs would bill

Qwest for all the minutes of traffic that Qwest collects and hands off to the

ISP switch. Qwest would still incur the cost of originating 80,000 interstate

calls, but it now would also have to pay reciprocal compensation to a third

party, a CLEC. This creates a huge financial incentive for CLECs to

encourage iSPs to connect to the CLEC's network.

25 Q. IS THIS A HYPOTHETICAL EXAMPLE?

26

27

A.

A.

No, this is not a hypothetical example. It is home out by the actual traffic

patterns in Arizona and that have evolved in those states that have allowed
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20

reciprocal compensation for Internet calls in recent years. In states where

CLECs are paid reciprocal compensation for Internet traffic, there is a

strong movement to sign up ISPs as CLEC customers and shift the balance

of traffic. in some states, the only customers certain CLECs have signed

up are ISPs. In these states, over 90% of all traffic delivered to CLECs

typically is Internet-bound. In Arizona, for example, Qwest delivered over

8.8 billion Internet-bound minutes to CLECs during 2000, while only 605

million Internet-bound minutes, or 6% of the total Internet-bound minutes,

were delivered from CLECs to Qwest. It is the customer base of end users

that creates this distortion. There is no balancing out of calls, minutes, or

dollars paid for reciprocal compensation for Internet traffic if CLECs actively

recruit ISPs for the purpose of generating minutes on their network.

Instead, reciprocal compensation for these calls that are characterized by

their one-way, interstate nature and their long hold times results in huge

transfers of dollars to CLECs. By way of further i l lustration, i f the

Commission were to require reciprocal compensation for Internet traffic,

using the minutes of use in 2000 and a call termination rate of $0.0028, the

result would be a payment of about $23 million to a small number of CLECs

in Arizona for Internet-bound traffic originated by Internet subscribers on

QweSt's network.

21 Q. IS THERE A DISTINCTION BETWEEN ISPS AND CLECS?

22

23

24

25

26

27

A. Yes, but that distinction is rapidly disappearing. AT&T recently announced

its strategic alliance with AOL, America's largest ISP. And CLEC-owned

ISPs are also entering the new business of access free long distance over

the Internet. In conjunction with its purchase of a 39% stake in Net2Phone,

AT&T's own ISP, WorldNet, has offered 1000 free minutes of domestic long

distance calling from personal computers to phones using Net2Phone's
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web-based communications technology. Nextlink has announced a $2.9

billion investment in Concentric, a major ISP. And Sprint now owns 14.7%

of the second largest ISP in the world, Earth Link. In lowa, an ISP has

recently sought reclassification as a CLEC. Every CLEC-owned ISP

already receives subsidies from the local telephone provider today by virtue

of the ESP exemption. The local telephone company must make the

investment to beef up its network for end users to accommodate these

interstate calls with their extremely long hold times and yet cannot recover

this investment from the cost causer because the ISP is exempt from

access charges. There is no sound public policy reason for the Arizona

Commission to expand this subsidy by requiring payment to the CLEC that

owns the ISP for accepting the traffic it created,

13 Q. How SIGNIFICANT IS INTERNET USE?

14

15

16

17

18

19

20

21

22

23

24

25

26

27

A. Internet use in the United States has a penetration rate of fifty percent and

is still growing. The Pew Internet 8t American Life PrOject estimates that the

number American adults with Internet access from home increased by 16

million during the last six months of 2000 to more than 104 million, an 18%

increase. PEW also reported that on a typical day at the end of 2000, 58

million Americans were logging on - an increase of 9 million people in the

daily Internet population from mid-year 2000. As illustrated in Mr. Craig's

testimony, a more recent survey of Internet use by Nielsen/Netratings

estimates over 169 million Americans were accessing the Internet from

home and work in January 2001. As these figures suggest, this

tremendous demand significantly increases the demands on networks and

requires Qwest to expand i ts network almost continuously. This

requirement already imposes a significant economic burden on Qwest and

other local carriers. Requiring reciprocal compensation for Internet traffic
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2

will add to this burden without advancing any public policy interest in

Arizona.

3

4

5

Q. CAN YOU GIVE AN EXAMPLE OF WHY LOCAL RECIPROCAL

COMPENSATION FOR INTERNET-BOUND TRAFFIC IS NOT

APPROPRIATE?

6

7

8

9

10

11

12

13

14

15

16

17

Yes. While the access charge exemption applies to all Internet-bound

traffic, using the example of a long distance voice call over the Internet is an

effective way of demonstrating why reciprocal compensation for interstate

calls is not an appropriate alterative for this kind of interstate traffic.

Assume that a Qwest customer in Tucson calls an Ameritech customer in

Chicago using an ISP and "Voice over IP" software to make the call. These

end users can have a 20 minute voice conversation using their computers,

the Internet, and special software such as that offered by Net2Phone. If the

ISP were connected to a CLEC in Tucson, then the Qwest subscriber's call

to Chicago would be first sent to the CLEC in Tucson, and then handed off

to the ISP by the CLEC. The ISP would then transport the call to Chicago

using the "world-wide web," the Internet backbone network.

18

19

20

21

22

23

24

A.

In addition to losing access revenues on this call, Qwest would be obligated

to pay the CLEC local reciprocal compensation for handing off the traffic to

the CLEC. In this scenario, not only would Qwest, the company that serves

the retail customer, be unable to recover its costs from the ISP for an

interstate call, but under the CLEC advocacy, Qwest would also be required

to pay reciprocal compensation to another local provider, the CLEC, for this

interstate voice call.
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The methods for recovering expenses associated with local calls and

interstate calls are very different. Expenses associated with providing local

service, including local call termination charges, are traditionally recovered

from the local providers' end user. Expenses associated with providing

facilities for interstate toll calls are recovered from the long distance carrier

through access charges. That carrier, in tum, presumably recovers this

charge from its long distance customer. The FCC's access charge

exemption precludes recovery by Qwest and the CLEC from the interstate

provider.

10

11

12

13

14

15

16

17

18

19

20

21

The imposition of

reciprocal compensation, a local call termination charge, on this interstate

call, however, is not a "reasonable alterative".

Qwest recognizes that this is the current state of the FCC's rules and that

all local providers must forego this revenue source.

Rather than an alternative

for access, this charge is the complete opposite. It is a second penalty for

handling the Internet-bound call for the end-user customer. This solution

may let one of the two local providers who have jointly participated in

connecting this end user to his ISP recover some of its expenses. But it

does so to the detriment of the first local provider who now must not only

exempt the ISP from any charges, but must also pay the second local

company's expenses that it was unable to collect from the ISP because of

the ESP exemption.

22

23

Q. IS THE COST OF DELIVERING INTERNET-BOUND TRAFFIC INCLUDED

IN BASIC RATES?

24

25

26

A. No. Arizona basic rates were set based on a 1993 test year, before

significant Internet-bound traffic existed and long before reciprocal

compensation for Internet-bound traffic became an issue. An example
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10

11

12

13

14

15

16

17

18

19

using residential rates illustrates that the amount of Qwest's loss associated

with reciprocal compensation for Internet-bound traffic depends upon how

much any given individual uses the Internet. It is easy to see that reciprocal

compensation payments can completely consume the revenues that an

incumbent LEC receives from an individual customer through the flat

monthly residential rate. In Phoenix, for example, the Commission has set

the monthly rate for basic residential service at $13.18. If an Internet

subscriber uses the Internet for just one hour a day, the reciprocal

compensation payments using the current local call termination rate of

0.0028 in Arizona will total about $5.04 per month, which is 38.2% of the

current residential basic rate in Arizona. If an Internet subscriber uses the

Internet for three hours a day (for example, to shop, research, or play online

Internet games), the reciprocal compensation payments would total about

$15.12 and would more than consume the flat monthly rate for basic

residential service. Imposing local reciprocal compensation on one-way

internet calls is clearly creating the wrong kind of incentive and will result in

a problem that will not go away. Given the growth patterns in Internet

usage, as well as the projected growth of Voice over IP telephone, the

problem will only get bigger.

20

21

22

Q. WHAT OTHER IMPACTS WOULD RESULT IF THIS COMMISSION WERE

TO REQUIRE RECIPROCAL COMPENSATION FOR INTERNET-BOUND

TRAFFIC?

23

24

25

26

27

A. My example above shows that if Qwest is required to pay reciprocal

compensation for interstate, Internet-bound traffic, the amounts that Qwest

pays will become a cost of providing local service in Arizona. Inevitably, the

local Arizona retail customer will be impacted by these increased costs to

subsidize CLECs and their ISPs. If it is unable to do so, the increased
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3

costs will have other impacts. Qwest's shareholders cannot be expected to

absorb increased costs imposed upon the business of Qwest as the result

of a regulatory decision without any means provided to recover those costs.

4

5

6

7

8

9

10

11

12

13

Excluding

Internet-bound traffic from reciprocal compensation will result in each local

provider bearing only its own network expenses for Internet calls and will

not lead to having some carriers like Qwest unfairly pay not only their own

expenses associated with these calls but also the expenses of other

carriers.

It is abundantly clear that the windfall benefits of reciprocal compensation

that CLECs, ISPs, and their customers would gain through reciprocal

compensation would come at the expense of others. Someone must pick

up the tab. CLECs suggest this Commission unjustly identify that someone

as Qwest, and ultimately, Qwest's shareholders or customers.

14 v. QWEST CAN IDENTIFY INTERNET-BOUND TRAFFIC

15 Q. IS QWEST ABLE TO IDENTIFY INTERNET-BOUND TRAFFIC?

16

17

18

19

20

21

Yes. Qwest has developed a process to identify and measure lntemet-

bound traffic. This process involves the use of: (1) the CroSS7 System to

collect traffic data for calls, (2) an algorithm that is applied to the CroSS7

data to identify calls with Internet traffic characteristics, and (3) a modem

identifier that is used to validate whether the calls identified by the algorithm

are, in fact, high-speed modem calls.

22

23

A.

Q. PLEASE DESCRIBE HOW QWEST IS ABLE TO IDENTIFY INTERNET-

BOUND TRAFFIC.
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Qwest has implemented the Hewlett-Packard CroSS 7 system designed to

capture all set-up and traffic flow information within the Public Switched

Telephone Network ("PSTN"). Mr. Craig describes the CroSS 7 system in

his testimony. The CroSS 7 system was used by Qwest to measure the

traffic exchanged between Qwest and CLECs in Arizona during 2000. The

data captured consists of the number of calls and the associated minutes of

use ("MOUs") for calls originated by Qwest customers and delivered to

CLEC customers in Arizona and also calls delivered by CLECs to Qwest's

customers in Arizona.

10

11

12

13

14

Qwest has also developed an algorithm to identify modem traffic based on

various call characteristics. A detailed description of the model and

analysis of the algorithm is provided as Exhibit Qwest 1.6. When Qwest

applies this programming logic to the recorded usage, it can identify the

traffic that is internet-bound.

15

16

Q. AFTER THE DATA IS ANALYZED THROUGH THE ALGORITHM, IS ALL

TRAFFIC CONSIDERED INTERNET-BOUND TRAFFIC?

17

18

19

20

21

22

No. Qwest uses another process - the modem identifier process - to further

filter modem calls. This process determines if the called telephone number

is associated with voice, analog modem, ISDN modem, or facsimile. Qwest

uses this step to remove data calls that may not be directed to an ISP. A

description of the modem identifier process is attached as Exhibit Qwest

1.7.

23 Q.

A.

A.

WHY IS THE MODEM IDENTIFIER PROCESS IMPORTANT?
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This process identi f ies modems that are associated with facsimile

transmission and eliminates the associated traffic from the data MOU to

derive the Internet-bound traffic.

4

5

Q. How ARE MODEMS ASSOCIATED WITH FACSIMILE TRANSMISSION

IDENTIFIED?

6

7

8

Facsimiles usually transmit at a baud rate of less than 1000 bits per

second. Minutes associated with transmission rates of less than 1000 bits

per second are removed from the data traffic analysis.

9

10

Q. WHAT DO THE CROSS 7 RESULTS SHOW WITH RESPECT TO THE

TRAFFIC EXCHANGED BETWEEN QWEST AND CLECS IN ARIZONA?

11

12

13

14

15

16

17

18

19

20

21

22

23

A.

A.

A.

The CroSS7 system measured almost 11.6 bil l ion minutes that were

exchanged between Qwest and CLECs in Arizona during 2000. See Exhibit

LB-5. Of this total, over 10.3 bil l ion minutes were calls from Qwest

customers to CLEC customers and only 1.3 billion minutes were calls from

CLEC customers to Qwest customers. To put this data into perspective,

over 89% of the traffic exchanged between Qwest and CLECs originated

from a Qwest customer and was delivered to a CLEC customer. The

CroSS7 data further identified that over 85% of the over 10.3 billion minutes

delivered to CLECs were Internet-bound minutes. This imbalance of traffic

flow between companies is completely the opposite of the historic patterns

of local telephone companies such as Qwest, and other independent

telephone companies exchanging customer calls in Arizona over the past

several decades.
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Another compelling statistic is that of the 8.8 billion Internet-bound minutes,

the modem identifier process identified only 554 telephone numbers that

are associated with these minutes. Each telephone number received over

43,600 Internet-bound minutes per day. These numbers bear out what is

happening in Arizona with respect to Internet-bound traffic.

6

7

Q. WHAT IS THE SIGNIFICANCE OF QWEST'S MEASUREMENT OF THIS

TRAFFIC?

8

9

10

11

12

This measurement shows that Qwest can, in fact, identify Internet-bound

traffic, and the traffic patterns establish that the bulk of minutes exchanged

with CLECs are clearly for ISPs, not end-users. There is no policy reason

for the Arizona Commission to order reciprocal compensation for Internet

traffic as competition for ISP business clearly already exists in this area.

13

14

15

Q. CAN you ESTIMATE THE AMOUNT OF INTERNET-BOUND TRAFFIC

QWEST WILL DELIVER TO CLECS THAT WOULD BE SUBJECT TO

RECIPROCAL COMPENSATION UNDER THE CLECS' PROPOSAL?

16

17

18

Based upon the trend in Internet-bound traffic in 2000, Qwest estimates

that it will deliver 10.8 billion Internet-bound minutes to CLECs in 2001 a

22.2% increase over 2000.

19

20

Q. WHAT ARE QWEST'S RECOMMENDATIONS FOR THE APPROPRIATE

APPLICATION OF RECIPROCAL COMPENSATION IN ARIZONA?

21

22

23

24

A.

A.

A.

Qwest believes that reciprocal compensation should apply only to local

traffic exchanged between local carriers. Qwest does not believe that any

Arizona public policy objective is served by including Internet-bound traffic

in reciprocal compensation. Internet-bound traffic is interstate in nature
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and, therefore, should be subject to interstate access charge

compensation. The fact that the FCC has indefinitely exempted ESPs from

access charges does not mean that Internet-bound traffic should now

somehow qual i fy as local  traff ic or be subject to local  reciprocal

compensation. Indeed, local telephone companies already are bearing the

burden of originating Internet-bound traffic without compensation. Paying

the CLEC, in addition to the costs that Qwest already does not recover for

Internet traffic, adds nothing to local competition beyond the competition for

ISP business so as to generate one~way traffic from Qwest's network.

10

11

12

VII. APPLICATION OF TANDEM AND END OFFICE RECIPROCAL

COMPENSATION RATES WHEN A CLEC SWITCH QUALIFIES AS A

TANDEM

13

14

15

Q. HAS THE FCC ADOPTED REGULATIONS ADDRESSING TANDEM

CRITERIA FOR THE PAYMENT OF THE TANDEM INTERCONNECTION

RATE?

16 A. Yes. FCC Rule 51.711(a)(3) states:

17

18

19

20

21

Where the switch of a carrier other than an incumbent LEC serves a
geographic area comparable to the area sewed by the incumbent
LECs tandem switch, the appropriate rate for the carrier other than
an incumbent LEC is the incumbent LEC's tandem interconnection
rate.

22

23

24

Q. IS QWEST REQUESTING THE COMMISSION TO DETERMINE IF A

CLEC SWITCH PERFORMS TANDEM FUNCTIONS IN THIS

PROCEEDING?
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No. Whether or not a CLEC switch qualifies for treatment as a tandem is a

factual matter that should be addressed in each case. But where a CLEC

switch is determined to qualify under FCC Rule 51.711 (a)(3), how these

reciprocal compensation rates should be applied needs to be addressed.

5

6

Q. WHAT IS QWEST'S PROPOSAL FOR PAYING RECIPROCAL

COMPENSATION WHEN THE CLEC QUALIFIES FOR TANDEM RATES?

7

8

9

10

When a CLEC switch qualifies as a tandem, the parties should pay each

other at either the tandem or end office rate depending on whether the LIS

trunks between the two companies connect to a tandem or end office

Qwest switch.

11

12

Q. DOES THE ACT REQUIRE A RECIPROCAL RATE STRUCTURE FOR

TRANSPORT AND TERMINATION?

13

14

15

Yes. Section 251 (b)(5) of the Act established a duty on all local exchange

carriers, not just incumbents, to "establish reciprocal compensation

arrangements for the transport and termination of telecommunications."

16 o. HOW DOES THE FCC ADDRESS SYMMETRICAL RATES?

17

18

At Paragraph 1089 of the FCC's First Report and Order, the FCC concludes

as follows:

19
20
21
22
23
24
25

A.

A.

A.

A.

Given the advantages of symmetrical rates, we direct states to
establish preemptive symmetrical rates based on the incumbent
LEC's costs for transport and termination of traffic when arbitrating
disputes under Section 252(d)(2) and in reviewing BOC statements
of generally available terms and conditions. If a competing local
service provider believes that its costs will be greater than those of
the incumbent LEC for transport and termination, then it must
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submit a forward-looking cost study to rebut this presumptive
symmetrical rate. In that case, we direct state commissions, when
arbitrating interconnection arrangements to depart from symmetrical
rates only if they find that the costs of efficiently configured and
operated systems are not symmetrical and justi fy a different
compensation rate. in doing so, however, state commissions must
give full and fair effect to the economic costing methodology we set
forth in this order, and create a factual record, including the cost
study, sufficient for purposes of review after notice and opportunity
for the affected parties to participate. In the absence of such a cost
study justifying a departure from the presumption of symmetrical
compensation, reciprocal compensation for the transport and
termination of traffic shal l  be based on the incumbent local
exchange carrier's cost studies.

15 Q. PLEASE DESCRIBE DIRECT TRUNKED LIS.

16

17

18

19

20

21

22

23

24

25

26

Direct trunked Local Interconnection Service ("LlS") is an uninterrupted path

between two end offices. Direct LIS trunks link a Qwest end office directly

to a CLEC end office without requiring the CLEC to pay for tandem

switching. The transport facility originates at the point of interconnection

between the Qwest network and the CLEC network and terminates at the

Qwest switch, it provides a direct path between the CLEC switch and the

Qwest end office for the exchange of local traffic and does not connect to or

pass through the Qwest tandem switch. The interconnection agreements

provide that the parties shall order LIS directly to the end office when a

sufficient volume of traffic is reached in keeping with sound network

engineering principles.

27 Q. PLEASE DESCRIBE TANDEM-SWITCHED TRANSPORT.

28

29

30

A.

A. Tandem-switched transport links two or more end offices through a tandem

switch. By way of example, tandem-switched transport connects a CLEC

switch to a Qwest end office wire center through an intermediate Qwest
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tandem switch. The LIS facility originates at the point of interconnection

between the Qwest network and the CLEC network and terminates at the

Qwest tandem switch. Tandem trunks connect the tandem switch to each

end office switch in the local calling area. These trunks are considered

common trunks because the trunks are not dedicated to the CLEC's use,

but instead are used "in common" by many carriers, including Qwest,

independent local exchange carriers, and CLECs. The combination of

switching at the tandem switch and the common trunks is the tandem-

switched transport that allows the CLEC access to every central office

connected to the local tandem switch for the exchange of local traffic. LIS

ordered to a local tandem will carry two charges, the tandem switching and

tandem-switched transport charge and the end office call termination

charge.

14 Q. WHEN IS DIRECT TRUNKED LIS REQUIRED?

15

16

17

The Interconnection Agreements requires direct trunked LIS when either

forecasts or actual traffic at a CLEC's busy hour exceeds a DS1's worth of

traffic (512 CCS) between a CLEC's switch and a Qwest end office.

18

19

20

Q. DOES QWEST BELIEVE IT SHOULD BE REQUIRED TO PAY TANDEM

SWITCHING RATES WHEN A CLEC HAS DIRECT TRUNKS TO A

QWEST END OFFICE?

21

22

23

24

25

A.

A.

No. Qwest believes it is inappropriate to pay tandem switching rates when

a CLEC has a direct trunked LIS group to a Qwest end office. The Act as

well as the FCC has addressed the issue of symmetrical rates for reciprocal

compensation. When a CLEC has a direct trunk group to a Qwest end

office, Qwest charges the CLEC only the end office element not the tandem
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switching rate. For the rate structure to be truly symmetrical, the CLEC

should also be required to charge only the end office rate element to Qwest

and not impose tandem rates on this traffic. The CLEC should impose

tandem rates for connections between the Qwest tandem and the CLEC

switch assuming this Commission makes a determination their switch

should be treated as a tandem. But only end office rates should apply for

traffic that is on LIS trunks directly connected to a Qwest end office. Only

end office rates are being charged by Qwest on this traffic and only end

office rates should be charged by the CLEC on these trunks.

10 VIII. TELECOMMUNICATION SERVICES AVAILABLE FOR RESALE

11 Q. PLEASE DESCRIBE QWEST'S SERVICES AVAILABLE FOR RESALE.

12

13

14

15

16

17

18

19

The finished retail telecommunications services that Qwest provides to its

end-users are also made available by Qwest to resellers for sale to their

end users. The reseller is the "customer of record" of a resold service, and

all interactions regarding the service take place between Qwest and the

reseller. The reseller's end user interacts only with the reseller. Services

that Qwest provides directly to a reseller for the resellers own use that are

not resold to end users, such as administrative services, are not subject to

the resale discount rate.

20

21

Q. WHAT SECTIONS OF THEACT DESCRIBE THE REQUIREMENTS FOR

RESALE?

22

23

24

A.

A. The requirements for resale are set forth at sections 251(c)(4) and

252(d)(3). Section 251(c)(4)(A), which is quoted below, sets forth the

fundamental requirement that a local exchange carrier must offer for resale
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any "telecommunications service" that the carrier provides to its retail

subscribers. Accordingly, in determining which services a local exchange

carrier should offer, the critical inquiry is whether a particular service is a

telecommunications service that is offered at retail.

5 Q. WHAT ARE THE EXPRESS REQUIREMENTS OF SECTION 251 (C)(4)?

6 The express language of section 251 (c)(4) is as follows:

7

8

9

10

11

12

13

14

15

16

17

RESALE -- The duty -- (A) to offer for resale at wholesale rates any
telecommunications service that the carrier provides at retail to
subscribers who are not telecommunications carriers, and (B) not to
prohibi t, and not to impose unreasonable or discriminatory
conditions or limitations on, the resale of such telecommunications
service, except that a State commission may, consistent with
regulations prescribed by the Commission under this section,
prohibit a reseller that obtains at wholesale rates a
telecommunications service that is available at retail only to a
category of subscribers from offering such service to a different
category of subscribers.

18

19

Q. WHAT ARE THE REQUIREMENTS OF SECTION 252(D)(3) OF THE

ACT?

20

21

22

23

24

25

26

27

28

A.

A.

Section 252(d)(3) establishes the methodology for local exchange carriers

and state commissions to follow in establishing wholesale prices for the

telecommunications services that are offered for resale. Qwest witness,

Marti Gude, who presents Qwest's avoided cost study and resale discounts,

describes the practical significance of the language that Congress used in

section 252(d)(3), for calculating resale discounts. As she discusses, that

section makes clear that resale discounts are to be calculated by analyzing

the costs that go into a retail rate and then determining which of those costs

the local exchange carrier will avoid selling the service at wholesale:
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WHOLESALE PRICES FOR TELECOMMUNICATIONS
SERVICES. -- For the purposes of section 251(c)(4), a State
commission shall determine wholesale rates on the basis of retail
rates charged to subscribers for the telecommunications service
requested, excluding the portion thereof attr ibutable to any
marketing, billing, collection, and other costs that will be avoided by
the local exchange carrier.

8

9

10

Q. IS QWEST PROVIDING FOR RESALE THE TELECOMMUNICATIONS

SERVICES THAT IT OFFERS TO RETAIL SUBSCRIBERS WHO ARE

NOT TELECOMMUNICATIONS CARRIERS?

11

12

13

14

15

16

17

18

19

20

21

22

Yes. The general categories of services that Qwest provides for resale are

Basic Exchange Telecommunications Service, Basic Exchange Features,

and lntraLATA Toll. Qwest is providing to resellers all of the retail end user

telecommunications services it currently offers. Consistent with the

requirements of the Act, resellers may sell these services only to the same

class of end users to which Qwest sells such services (e.g., residence

service may not be resold to business end users). While the vast majority

of Qwest's retail services are available for resale, there are some non-

telecommunications services, such as enhanced services, inside wiring,

and Customer Provided Equipment ("CPE"), that QWEST does not offer for

resale. Qwest does offer grandfathered services and promotional offerings

subject to the applicable limitations defined in the FCC's rules.

23 Q. DOES QWEST PLAN TO OFFER ENHANCED SERVICES FOR RESALE?

24

25

A.

A.

No. QWEST does not plan to offer enhanced services for resale, since

Section 251(c)(4) o f  t he  Ac t , as interpreted i n  the FCC's First
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Interconnection Order,10 requires only that "telecommunications services"

be made avai lable for resale. Enhanced services are "information

services," not telecommunications services. The resale of enhanced

services would adversely impact end user customers because it would

reduce the number of enhanced services available by removing incentives

for both incumbents and resellers to invest in new services.

7

8

Q. ARE THERE OTHER SERVICES QWEST PROPOSES TO EXCLUDE

FROM RESALE?

9

10

Yes. Certain services are not telecommunications services and, therefore,

are not required to be available for resale. These include the following:

11 • Interstate Switched Access service,

12 • Intrastate Switched Access service,

13 • Third Party Billing and Collection,

14 • Wireless Interconnect Access,

15 • E911,

16 • Mobile,

17 • Public Access Lines (PAL), and

A.

10 In the Matter of Implementation of the Local Competition Provisions in the
Telecommunications Act of 1996,FCC 96-325, CC Docket Nos. 96-98, 95-185,
FirstReport and Order at '][692 (Rel. August 6, 1996)("First Report and Order").
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1 • Unbundled and Wholesale Services.

2

3

Q. How DOES QWEST PROPOSE TO OFFER OBSOLETE OR

GRANDFATHERED SERVICES TO RESELLERS?

4

5

6

7

8

9

10

11

12

13

If a service is obsolete, it is no longer available for purchase by new Qwest

retail customers. However, existing Qwest customers who subscribed to a

service before it became obsolete can continue to purchase the service on

a grandfathered basis. Consistent with the FCC's First Report and Order,"

if a Qwest customer who is purchasing a grandfathered service from Qwest

changes it service to a reseller, that customer can continue to purchase the

service from the reseller. The reseller, in turn, can purchase the service

from Qwest. However, Qwest will not make obsolete services available to

resellers for customers who do not already subscribe to a grandfathered

service.

Q. PLEASE DESCRIBE QWEST'S

PROMOTIONAL OFFERINGS.

PROPOSAL REGARDING

16

17

18

19

20

Qwest does not make promotional offerings available for resale at a

wholesale discount. This approach is consistent with the FCC's directive

that "short term promotional prices do not constitute retail rates for the

underlying services and thus are not subject to wholesale rate 0bligati0>."'2

The FCC has explained further that short term promotional rates may last a

14

15

A.

11 First Report and Order at 'Il 968.

12 First Report and Order at 'll 949.

A.
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1

2

maximum of 90 days,13 and that any promotional offerings that extend

beyond 90 days represent a retail rate and shall be available to resellers.

3

4

Q. HOW DOES QWEST PRICE THE SERVICES AVAILABLE FOR RESALE

AT A DISCOUNT?

5

6

7

8

9

10

11

12

As discussed in the testimony of Marti Gude, the resale discounts that

Qwest applies to the services it offers for resale are based upon the costs

that go into a retail rate that Qwest avoids when it sells a service at

wholesale. These avoided costs may relate to, for example, certain costs

relating to marketing, billing and collections. This method for calculating

discounts complies with the express requirements in section 252(d)(3). Ms.

Gude discusses in detail the types of costs that Qwest does and does not

avoid selling telecommunications services at wholesale.

13

14

Q. DOES QWEST PROVIDE WHOLESALE SERVICES AT AN ADDITIONAL

RESALE DISCOUNT?

15

16

17

18

19

20

No. Services that Qwest currently provides on a wholesale basis at

wholesale rates are not discounted further based on avoided costs. The

Act only requires application of the avoided cost discount to retail services.

If Qwest were to apply a discount to wholesale services, there would be a

double counting of avoided costs and Qwest would not recover the costs it

incurs to provide the service.

13 47 c.1=.R. §51.613

A.

A.
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1

2

3

Q. PER QWEST'S RESALE PROPOSAL, CAN A RESELLER

NEVERTHELESS PURCHASE THESE END USER WHOLESALE

SERVICES?

4

5

6

7

8

9

10

11

Yes. Resellers can purchase these wholesale services from Qwest. For

example, a reseller can purchase discounted toll optional calling plan from

Qwest and resell the service to a particular end user customer. However,

since the service is already provided on a discounted wholesale basis, the

resel ler should not receive an addit ional  "avoided cost" discount.

Alternatively, the reseller can purchase the standard, non discounted retail

offering at a price that reflects the full retail rate less the avoided cost

discount.

12 IX. CUSTOMER TRANSFER CHARGE (CTC)

13

14

Q. WHAT IS QWEST'S PROPOSAL FOR APPLICATION OF THE

CUSTOMER TRANSFER CHARGE?

15

16

17

18

19

20

Customer Transfer Charge ("CTC") should apply when an end-user

customer's POTS Service, Private Line Transport Service or Advanced

Communication Service is transferred from Qwest to a CLEC. A separate

nonrecurring CTC is applicable for each service transferred to a CLEC.

The nonrecurring charge applicable to these services is listed in Exhibit MA-

1 of Ms. Arnold's testimony.

21

22

A.

Q. PLEASE DISTINGUISH THE TERMS

COMMUNICATIONS SERVICES."

A.

"POTS" AND "ADVANCED
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1

2

3

POTS (Plain Old Telephone Service) is basic residential and business

service. Advanced Communications Services include Frame Relay, ATM

Cell Relay and Transparent LAN Service.

4 x. NUMBER PORTABILITY

5

6

Q. PLEASE DESCRIBE QWEST'S. LOCAL NUMBER PORTABILITY

SERVICE.

7

8

9

Qwest's Local Number Portability Service allows an end user to retain the

same telephone number, at the same location, without impairment of

quality, reliability, or convenience when switching from Qwest to a CLEC.

10 Q. WHAT CHARGES APPLY FDR LOCAL NUMBER PORTABILITY?

The charge for Local Number Portability is the charge Qwest has filed with

the FCC in its Tariff FCC No. 1, Access Service, Section 13.

13 xi. 911 SERVICE

14 Q. PLEASE DESCRIBE QWEST'S 911 SERVICE.

Qwest's 911/E911 service automatically routes a CLEC's end user's 911

call directly to the appropriate Public Safety Answering Point.

17 Q. WHAT CHARGES APPLY FOR 911 SERVICE?

18

11

12

A. 911 Service is provided to the CLEC at no charge.

A.

A.

A.

A.
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1 XII. WHITE PAGES DIRECTORY LISTINGS

2

3

Q. PLEASE DES(;RIBE'QWE$T'S WHITE PAGES DIRECTORY LISTINGS

SERVICE.

4

5

6

7

8

Qwest's White Pages Directory Listing places the names, addresses, and

telephone number of CLEC end users in Qwest's listing database, based on

end user information provided to Qwest by the CLEC. Qwest will provide

primary, premium, and private listings as defined in its Arizona Exchange

and Network Services Tariff

Q. WHAT CHARGES APPLY FOR QWEST'S WHITE PAGES DIRECTORY

LISTINGS?

11

12

13

14

15

Qwest will provide primary listings at no charge to the CLEC. However, if

the CLEC's end user requests a premium or private listing, e.g., additional,

foreign, cross reference, non-list or non-published, the CLEC is assessed

the rate contained in the Arizona Exchange and Network Service Tariff less

the wholesale discount.

16 XIII. DIRECTORY ASSISTANCE

17 Q. PLEASE DESCRIBE QWEST'S DIRECTORY ASSISTANCE SERVICE.

18

19

20

21

22

9

10

A.

A.

A.

Qwest's Directory Assistance service is a telephone number, voice

information service that Qwest provides to its own end users and to other

telecommunications carriers. Qwest provides CLECs non-discriminatory

access to Qwest's directory assistance centers, services, and directory

assistance databases.
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1

2

Q. WHAT CHARGES APPLY FOR QWEST'S DIRECTCRY ASSISTANCE

SERVICE?

3

4

5

6

7

8

9

10

11

12

13

14

15

There are five distinct charges for Directory Assistance Service. The first is

the local directory assistance charge. This is a per call to the directory

assistance center charge. The second is the national directory assistance

charge. This also is a per call charge. The third is the Call Branding, Set-

up and Recording charge to announce the CLEC's name to the CLEC's end

user at the start and completion of the call. This is a non-recurring charge

to load the CLEC's branding message in each switch. The fourth is the

Loading Brand charge. This is the per switch non-recurring charge to load

the CLEC branding messages in each switch. The fi fth is the Cal l

Completion Link charge. This is a per call charge to allow, where available,

the CLEC end user to be returned to the CLEC for completion on the

CLEC's network. The charges applicable to these services are listed in

Exhibit MA-1 of Ms. Arnold's testimony.

16 XIV. DIRECTORY ASSISTANCE LIST INFORMATION

17

18

Q. PLEASE DESCRIBE QWEST'S DIRECTORY ASSISTANCE LIST

INFORMATION.

19

20

21

22

23

24

25

A.

A.

Qwest's Directory Assistance List information consists of name, address,

and telephone number information for all end users of Qwest and other

LECs that are contained in Qwest's directory assistance database and,

where available, related elements required in the provision of Directory

Assistance service to CLEC end users. In the case of end users with non-

published listings, Qwest shall provide the end users local numbering area

("NPA"), address, and an indicator to identify the non-published status of
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1

2

the listing to the CLEC, however, Qwest will not provide the non-published

telephone number.

3

4

Q. WHAT CHARGES APPLY FOR QWEST'S DIRECTORY ASSISTANCE

LIST INFORMATION?

5

6

7

8

9

10

11

12

13

14

15

16

17

There are five distinct charges for Directory Assistance List Service. The

first is the Initial Database Load. This is a per listing charge for the initial

loading of the directory listing data at the time the request is received. The

second is the Reload of Database charge. This is a per listing charge to

update the directory listing database. The third is the Daily Update charge.

This is a per listing charge to update the directory listing database on a

daily basis. The fourth charge is the One-Time Set-up Fee. This is a per

hour charge for special database loads requested by the CLEC. The fifth is

the Output charge. This is either a per listing or per tape charge to provide

the Directory Assistance List Information electronically or via a tape. The

tape output has additional shipping charges for tape delivery. The charges

applicable to these services are listed in Exhibit MA-1 of Ms. Arnold's

testimony.

18 xv. TOLL AND ASSISTANCE OPERATOR SERVICES

19

20

Q. PLEASE DESCRIBE QWEST'S TOLL AND ASSISTANCE OPERATOR

SERVICES.

21

22

23

24

A.

A.

Qwest's Toll and Assistance Operator Services is a family of six offerings

that assist end users in completing EAS/local and long distance calls. Local

Assistance provides CLEC end users the necessary help or information on

placing or completing EAS/local calls, connects CLEC end users to home
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1

2

3

4

5

6

7

8

9

10

11

12

13

NPA directory assistance, and provides other information and guidance,

including referral to the business office and repair. IntraLATA Toll

Assistance directs CLEC end users to contact its provider to complete

interLATA toll calls. Emergency Assistance provides CLEC end users the

necessary help to complete EAS/local  and lntraLATA tol l  cal ls to

emergency agencies, including but not limited to, police, sheriff, highway

patrol and fire departments. Busy Line Verification allows a calling party,

with the assistance from the operator bureau, to determine if the called line

is in use. Busy Line Interrupt allows the operator to interrupt a telephone

call in progress to inform the called party that there is a call waiting. The

operator will not connect the calling and called parties. Quote Service

provides time and charges to hotel/motel and other CLEC end users for

guest/account identification.

14

15

Q. WHAT CHARGES APPLY FOR QWEST'S TOLL AND ASSISANCE

OPERATOR SERVICES?

16

17

18

19

20

21

22

23

24

25

26

A. Qwest Toll and Assistance Operator Services are offered under two pricing

options. Option A offers a per message rate structure. Option B offers a

work second and a per call structure. Option A rate elements assess a per

message charge for Operator Handled Calling Card, Machine Handled

Calling Card, Station Call (e.g., 0- calls, third number billing, and collect

calls), Person Call, Connect to Directory Assistance, Busy Line Verification,

Busy Line Interrupt, and Operator Assistance. Option B rate elements

assess a per work second charge for Operator Handled calls, Machine

Handled calls, and non-recurring charges for Call Branding, Set-up and

Recording, and Loading Brand-per switch. The charges applicable to these

services are listed in Exhibit MA-1 of Ms. Arnold's testimony.
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1 XVI. CONCLUSION

2 Q. PLEASE SUMMARIZE YOUR TESTIMONY.

3

4

5

6

7

8

9

10

11

12

13

14

15

16

My test imony descr ibes why this commission should clearly and

unequivocally reaffirm its earlier decision that local companies are not

required to pay reciprocal compensation to other local companies for ISP-

bound traffic. The FCC has made it clear that ISP-bound traffic is interstate

in nature. The recent growth in long distance voice calls over the Internet

only confirms this. Requiring the payment of reciprocal compensation on

ISP-bound traffic is both illogical and counter to the public policy goals of

increasing local competition. Including such payments is contrary to public

policy objectives. The benefi ts gained by CLECs, ISPs and thei r

customers, through reciprocal compensation subsidies, come at the

expense of Qwest's residential and business customers that may or may

not generate any Internet traffic. For the reasons stated above, the ISP

exclusion from local reciprocal compensation proposed by Qwest should be

adopted.

17

18

The rates for the customer transfer charge and ancillary services are cost

based and should be approved.

19

20

21

22

23

24

A.

In addition, whether or not a CLEC switch qualifies for treatment as a

tandem is a factual matter that should be addressed in each case. If a

CLEC switch is determined to qualify under FCC Rule 51.711 (a)(3), the

parties should pay each other reciprocal compensation at either the tandem

or end office rate depending on whether the LIS trunks between the two

companies connect to a tandem or end office Qwest switch.
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1

2

3

4

Finally, the telecommunications services that are available for resale and

the resale discount, Customer Transfer Charge, Number Portability, 911

Service and Operator and Directory Services as I have described should be

adopted as l have described them.

5 Q. DOES THIS CONCLUDE YOUR TESTIMONY?

6 A. Yes.
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U S WEST Advanced Technologies
To: Karen Chandler-Ferguson

From: Jim Koehler, MTS -- Mathematical and Statistical Modeling
(303) 541 -6805 jkoehle @ uswest.com

Jasmin Espy, Ken Gittins, Carolyn Ham rack, and Ricky Berger

June 16, 1999

Final Report on ISP Identification Project

CC:

Date:

Re:

Executive Summary

This report presents the results of the ISP Identification Project. This project has
developed an identification process using traffic information from the CroSS 7 system to
classify terminating phone-numbers as either modems or non-modems.

• A sample of CroSS 7 data was collected to develop a modem-classification
algorithm. These data consist of phone-call information to over 418,000
(terminating) phone-numbers and includes almost seven million phone calls with
over 68 million combined minutes of use.

• An extensive effort found that 376 of these terminating phone-numbers were
modems. A statistical classification algorithm captures 99.7% of these modems (or
375) and only 26 non-modem numbers hence eliminating over 99.99% of the non-
modem terminating-phone numbers. In terms of Minutes of Use (MOU) this
classification algorithm captures 99.99% of total modem-MOU. Of the total MOU
the algorithm classified as modem traffic only 0.86% is actually non-modem.

• These performance numbers can be improved by implementing a Modem
Identifier. The Modem Identifier is a computer program that can dial the terminating
phone-numbers identified as modems by the classification algorithm. The program
tries to make a connection using modem protocols to verify these numbers are
actual modems. To give accurate classifications the modem identifier should be
Mn with a person verifying the results by listening for ISDN modems, disconnected
numbers, no answers, and busy tones.

• As a side benefit of this study the following extrapolations can be made about the
total modem traffic involving these CLECs:

D CLEC 1 in Minnesota -- 97.7% of the MOU passed to CLEC 1 is modem
(estimated to be ,894 million MOU per year).

Confidential - Disclose and distribute solely to US WEST employees having a need to know.
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Final Report - 2 - ISP Identification Project
== CLEC 2 in Nebraska - 0% of the MOU passed to CLEC 2 is modem while 41 .8%

of the MOU received from CLEC 2 was modem (estimated to be 75 million MOU
per year).

o CLEC 3 in Colorado - 91 .8% of the MCU passed to CLEC 3 is modem
(estimated to be 1,164 million MOU per year) while 24.8% of the MOU received
from CLEC 3 was modem (estimated to be 16 million MOU per year).

• Cautions: while the project's goal was to identify ISPs it was modified to identify
modems since it is impossible accurately and thoroughly identify ISPs even for a
small sample. While fax machines were eliminated there may be other modems
that do not carry internet traffic (e.g., local networks). Also, while the CroSS 7 data
for the terminating phone-numbers used in this study are complete there may be
other terminating phone-numbers not represented in this sample and therefore the
CLEC extrapolations given above may need modification.

Background

Wholesale Markets long-range plan forecasted $35 million in 1998 for the ability to
terminate intrastate calls to Competitive Local Exchange Carriers (CLECs). These
payments, known as reciprocal compensation, have increased in 1999. Some of these
calls terminate to Internet Service Providers (ISPs). However, the Federal
Communications Commission (FCC) declared in February, 1999 that "Internet traffic is
jurisdictionally mixed and appears to be largely interstate in nature....the calls at issue
in this proceeding do not terminate at the ISPs' local servers, but continue to their
ultimate destinations, specifically at websites that are often located in other states or
countries. As a result, the Commission found that, although some Internet traffic is
intrastate, a substantial portion of Internet traffic is interstate and therefore subject to
federal jurisdiction."' While this ruling does not settle the issue of internet traffic and
reciprocal compensation it does open the door to future rulings at both the state and
federal level. These rulings could lead to substantial financial savings if US WEST can
identify CLEC phone numbers that are ISPs or otherwise carry internet traffic.

Wholesale Markets has implemented the CroSS 7 system that captures traffic
information and creates billing records. These records can help determine if CLEC
terminating phone-numbers are ISP or non-ISP by exploring their call characteristics.
This report presents the results of a study to find an objective modem-classification
routine using CroSS 7 data.

First, a sample of data collected from the CroSS 7 system was processed into
informative traffic statistics. Second, an extensive effort was undertaken to correctly
classify the terminating phone-numbers for these data as either modem or not-modem.

1 FCC Report No. CC 99-2 (2/25/99). (http://wvvw.fcc.gov/Bureaus/Common_Carrier/News_Releases/1999/nrcc9014.html)

Mathematical and Statistical Modeling, Advanced Technologies, U S WEST
Confidential- Disclose and distribute solely to us West employees having a need to know.

Jim Koehler
(303) 541 -6805
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Final Report _ 3 - ISP Identification Project
And lastly, a classification model was developed using Classification and Regression
Trees (CART). The details of the sample data, model development, and model
performance are given below.

Data

The sample data from the CroSS 7 system contain one week of call information for calls
starting during the week of 1/24/99 to 1/30/99 for three CLECs:

• CLEC 1 in Minnesota. These data have only traffic terminating to CLEC 1
customers.

• CLEC 3 in Colorado. These data have traffic both originating from and terminating
to CLEC 3 customers.

CLEC 2 Communications in Nebraska. These data have traffic both originating from
and terminating to CLEC 2 customers.

The following data fields were collected:

• Call Code - This is the direction of traffic: 110 = to CLEC, 119: from CLEC.

• Call Date

• Originating Phone-Number

» Terminating Phone-Number

• Call Success Indicator (0= successful call, 1= call not successful)

Call Conversation Minutes of Use

» Call Conversation Connect Time (in minutes from midnight - e.g., 3:05am = 185.0)

In aggregate, these data consist of 6,951 ,521 phone calls to 418,786 terminating
phone-numbers with a total of 68,568,304 Minutes of Use (130 years).

An extensive effort was undertaken to create one last variable for a subset of these
terminating phone-numbers that were likely candidates to be modems. This variable is
the

• Terminating Phone-Number Modem-Indicator (1= Modem, 0= Non-Modem)

The methods used to determine this classification include checking web sites for ISP
dial-up access numbers, checking the ISP Location Report (from the ISP Marketing
Group), manual calling, and using a Modem /dentiHer. The Modem Identifier is a

Mathematical and Statistical Modeling, Advanced Technologies, U S WEST
Confidential- Disclose and distribute solely to us West employees having a need to know.

Jim Koehler
(303) 541 -6805
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Final Report - 4 - ISP Identification Project
computer program that dials a given list of phone numbers and tries to make a
connection using modem protocols. If a connection is achieved the number is identified
as a modem. To give accurate classifications the modem identifier was run with a
person verifying the results by listening for ISDN modems, disconnected numbers, no
answers, and busy tones.

Methodology

Pre-screen

The traffic data for the 418,786 terminating phone-numbers were processed into two
variables: Average Holding Time (AHT) in minutes and Total Minutes of Use (TMOU).
A pre-screen was applied to exclude terminating phone-numbers with TMOU less than
2500 minutes per week or with AHT less than 5 minutes per call. This criterion was
chosen to eliminate terminating phone-numbers that are unlikely to be modems and/or
have little impact on reciprocal compensation (less than $1000 / year). This culled the
data down to 501 terminating phone-numbers. The numbers were further reduced
down to 473 during the modem classification process since 28 of these numbers had
been disconnected, were constantly busy, or never answered.

Modem-Classification Model

The data for these 473 terminating phone-numbers were used to build a classification
model using Classification and Regression Trees (CART). In addition to AHT and
TMOU, two additional variables for this model are needed: Number of Callers (recaller)
and Average Minutes of Use per caller (AMOU). CART uses a tree-like decision
structure to optimally split the data into two groups using the explanatory variables. At
each "node" of the decision tree, the algorithm uses one of the explanatory variables to
split the data into two branches. This process is repeated until further splitting will not
reduce the number of misclassified observations. The original tree contained 24 nodes
with 22 misclassified observations. Since CART models tend to over-fit their data, I
pruned this tree back to only four modes with only 27 misclassified terminating phone-
numbers. More details on the performance of this model are given below in the
Performance Section while more details on the modem-classification model
development are given in Appendix 2.

Figure 1 displays the tree-structure of the combined pre-screen and modem-
classification model. In summary, a terminating phone-number is classified as a
modem if the Total Minutes of Use per week (TMOU) is greater than or equal to 2500
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minutes, the Average Call Holding Time (AHT) is greater than or equal to 5 minutes,
and the Average Minutes of Use per caller per week (AMOU) is greater than or equal to
46.1 minutes. The only exception to this are terminating phone-numbers that
additionally have fewer than 6 Callers and Average Call Holding Times less than 12
minutes.

The pre-screen and modem-classification models were developed favoring the modem
misclassification rate over the non-modem misclassification rate. To compensate for
this the Modem Identifier should be utilized as a post-screen. That is, after the pre-
screen and modem-classification models have provided a list of terminating phone-
numbers that are likely to be modems, the Modem Identifier should be Mn on this list to
eliminate any non-modems. Typically, for any CLEC this list should consist of only a
few hundred phone-numbers.

409 z."L'>6Q (
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Figure 1. The Modem Classification Tree.
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Overall, the modem-classification algorithm, including the pre-screen, classifies as
modems 99.7% of all known modems (or 375 out of 376) and only 26 non-modem
numbers hence eliminating over 99.99% of the non-modem terminating-phone
numbers. In terms of Minutes of Use (MOU) this classification algorithm captures
99.99% of total modem-MOU. Cf the total MOU the algorithm classified as modem
traffic only 0.86% is actually non-modem. The results are summarized in Tables 1 and
2.

In particular, for these data, the pre-screen and modem-classification model would
provide a list of 401 modem candidates. Out of this list 26 or 6.5% are non-modems.
Using this list we would estimate there are 61 ,094,298 Modem-MOU for the week. In
reality there are 60,573,343 Modem-MOU for the week. Therefore our estimate is too
high by 0.86%. In fact, since the modem-classification routine was developed using
these data we should expect higher error rates for future data. The cross-validation
techniques discussed below suggest these error estimates should be 26% higher. We
should therefore expect in practice that 8.2% of the modem-candidate list will be non-
modems and the associated Modem-MOU estimate will be too large by 1.08%.

Predicted
Total

Actual

Total I 401 418,385 418,786

Table 1. Classification results for terminating phone-numbers (all sample data).

Predicted
I Total

Actual

Total I 61,094,298 7,474,006 68,568,304

Table 2. Classification results for all sample data in terms of Total Minutes of Use.

The modem-classification model was developed using only 473 observations. The
classification results for just this model are given in Table 3. The results are slightly
optimistic (5.7% misclassification rate or 27/473) since CART models usually over-fit
their data. Cross-validation techniques are a method where a subset of the data are
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dropped from the model building exercise and resewed to validate the predictive ability
of the built model. This process is repeated with different subsets left out. For this
model, the cross-validation technique predicts, for a future dataset of equal size, that 34
observations will be misclassified. This is 26% higher (35/27 = 1.26) and therefore the
overall misclassification rate for future observations will be 26% higher for an overall
7.2% misclassification rate.

Predicted
Total

Actual

Total I 401 72

376
97

473

Table s. Classification results for only the modem-classification model.

Algorithm Specifications

The following steps are required to create a modem-candidate list for a specific CLEC
(for one direction):

Create a file containing CroSS 7 call-record data for all successful calls that are
terminated (originated) from (to) that CLEC during seven consecutive days. This
one-week period should not include any holidays or other days that produce unusual
traffic. This file should contain at least the following for each call:

Originating Phone-Number

Terminating Phone-Number

Cali Conversation Minutes of Use

Call Date

Call Conversation Connect Time
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2. Sort this file by terminating phone-number and for each unique temwinating phone-

number sum the Call Conversation Minutes of Use. This sum will be denoted as the
Total Minutes of Use ( ).TMOU

8. Use the following algorithm for each terminating phone-number:

IF TMOU < 2500.0 minutes THEN Classify as Non-Modem
ELSE

Compute the Total Completed Peg Count (TCPC). This is the total number of
successful calls to this terminating phone-number. Also compute the Average
Holding Time (AHT) by AHT= TMOU / TCPC.
lF AHT < 5.0 minutes THEN Classify as Non-Modem
ELSE

Compute the total number of callers (recaller). This is the number of
unique originating phone-numbers that successfully completed a call to
this terminating phone-number. Also compute the Average Minutes of
Use per caller (AMOU) by AMou = TMOU / recaller.
IF AMOU < 46.1324 THEN Classify as Non-Modem
ELSE

IF recaller 2 6 THEN Classify as Modem
ELSE

IF AHT < 12.031 THEN Classify as Non-Modem
ELSE Classify as Modem

4. Verify the modem-candidate list by running the Modem Identifier program.

Appendix 1 - CLEC Specific Results

This section summarizes the results specific to the three CLECs:

• CLEC 1 in Minnesota. These data have only traffic terminating to CLEC 1
customers.

• CLEC 3 in Colorado. These data have traffic both originating from and terminating
to CLEC 3 customers.

• CLEC 2 Communications in Nebraska. These data have traffic both originating from
and terminating to CLEC 2 customers.

Table 4 summarizes the total number of terminating phone-numbers, the total number
of phone calls, and total minutes of use by CLEC and direction.
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CLEC Direction Number of Calls

CLEC 1
CLEC 2
CLEC 2
CLEC 3
CLEC 3

Total

To
To

From
To

From

Number of Terminating
Phone-Numbers

19,316
17,527

127,296
36,829

217,818
418,786

2,097,436
786,171
884,643

2,521,076
662,195

6,951 ,521

Total Minutes
of Use

37,283,710
2,176,374
3,485,357

24,401 ,533
1 ,221 ,330

68,568,304

Table 4. Summary statistics by CLEC and direction.

As a side benefit of this study the following extrapolations can be made about the total
modem traffic involving these CLECs:

o CLEC 1 -- 97.7° /> of the MOU passed to CLEC 1 is modem (estimated to be
1,894 million MOU per year).

D

D

CLEC 2 - 0% of the MOU passed to CLEC 2 is modem while 41 .8% of the MOU
received from CLEC 2 was modem (estimated to be 75 million MOU per year).

CLEC 3 - 91 .8% of the MCU passed to CLEC 3 is modem (estimated to be
1,164 million MOU per year) while 24.8% of the MOU received from CLEC 3 was
modem (estimated to be 16 million MOU per year).

Appendix 2 - Analysis Details

This appendix describes further details about the model development including the
investigation into a pre-screen, variables investigated for their discriminating ability, and
models employed for ensuring the data quality and for building the final model.

Initial Data and the Pre-Screen
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The first data collected were from CLEC 1. Every terminating phone-number with Peg
Count (call attempts) greater than 800 for the week were manually called to determine if
the numbers were voice or data (this group includes faxes). Websites of Internet
Service Providers in Minnesota were inspected for dial-up access numbers. Later the
Modem Identifier was run on the "data" phone numbers to exclude faxes and verify the
classification results.

Two-dimensional plots using Minutes of Use (MCU), Average Hold-Times (AHT), and
Total Weekly Peg-Count (TPC) were utilized to determine the criterion for the pre-
screen. The motivation behind the pre-screen was to eliminate as many non-modems
as possible while retaining most of the modems. The data for CLEC 1 had only three
terminating phone-numbers identified as modem with less than 2500 MOU. Since 2500
weekly-MOU translates to only $1040 per year ( = 2500 MOU/week * 52 week/year *
.0088/MOU) reciprocal compensation, the lost modems were deemed insignificant.

Second Data

The second data were from CLEC 3 and CLEC 2. These terminating phone-numbers
were classified primarily by using the Modem Identifier. However, as indicated below
there were some adjustments made to these classifications during the model building
exercises.

Note: For the 119 data there were numerous calls to NPAS outside of their respective
LATAs. Future data request should not use Module 44 to eliminate these calls.

Variables Investigated

The combined CroSS 7 call-record data, for those terminating phone-numbers that
passed the pre-screen, were processing into the following variables selected for their
possible ability to discriminate between modem and non-modem traffic.

1. Average Hold Time (AHT) - this variable was originally to be the average hold time
during weekday evening hours. However, many terminating phone-numbers had no
phone calls during this period and their values would be missing. Therefore, this
variable is defined as the average minutes of use where the average is over all
successful phone calls initiated during the sample week. Typically modem traffic
has higher Average Hold Times.

2. Percentage of completed phone calls during business hours. This variables is the
proportion of successful phone calls initiated during business hours, defined here as
Monday-Friday from bam - rpm, to the total number of successful phone calls.
Typically, modems will have smaller values for this variable. This variable was also
helpful in identifying 27 misclassified modems.
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3. Total Completed Peg Count (TCPC) - this variable which is the total number of

successful phone calls in a week is not very helpful on its own in identifying modem
traffic

4. Total Minutes of Use (TMOU) - this is the total minutes of use terminating to a
phone-number during the sampled week. It also appears to be not very help by
itself in identifying modems, at least not for high volume phone numbers. However,
it is the most important variable in the pre-screen.

5. Success Rate - this is the ratio of completed phone calls to call attempts and
attempts to measure average blockage. However, blockage is time dependent and
can affect both modems and non-modems alike. This variable was of limited value.

6. Number of Callers (recaller) - this is the number of unique originating numbers that
successfully completed a call during the sample week. This variable is only
marginally helpful on its own but plays an important role in combination with other
variables.

7. Average Number of Completed Peg Counts per User (Caller) per Week - this
variables appears to be an important variable on its own but it loses its
discriminating ability when used in conjunction with other variables.

8. Percentage of Callers with 5 or more Completed Peg Counts per Week - this
variable tries to capture the number of repeat callers to a modem. By itself it has
good discriminating ability.

9. Average Minutes of Use per Caller per Week (AMOU) - This variable captures a
combination of long call-hold times and repeat callers. It has great discriminating
ability both by itself and in conjunction with other variables.

Collectively, these variables are called the independenfvariables and were used to
predict the modem classification. Many of these variables (all but 2, 5, and 8) were
given a log transformation when applied to models that require normally distributed
data. These transformations were determined by inspecting plots of nonparametric
density estimates using a Gaussian kernel.

Models Considered

I utilized four statistical models to help develop the final classification model:

• Principal Components - This multivariate technique helps identify and explain the
true dimensionality of many variables. That is, it identifies linear sub-spaces of the
data that have maximal variability of the projected data. Conversely, it finds linear
sub-spaces of the data that have little variability of the projected data. The number
(or dimensionality) of the maximal variability sub-spaces indicates the true
dimensionality of the variables. The relative loadings of the independent variables
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can indicate which of the independent variables are important. For this problem, the
modem and non-modem independent variables were analyzed separately. Each
indicated that only five of the nine independent variables were informative.

• Cluster Analysis - This multivariate technique helps identify clusters of observations
that have similar independent variables. This technique can be used to identify the
number of different classes or patterns in the data. it does not use the classification
information. For the combined data, this analysis indicated that there were three
main clusters of data with seven other minor clusters. Interestingly, the three main
clusters contained 425 or the 473 observations and by using "majority-voting" would
have misclassified only 35 of these 425 observations. This analysis also led me to
discover seven misclassified modems.

• Linear and Quadratic Discriminant Analysis - These tools attempt to discriminate
between classes by splitting the independent-variable space into two (or more)
groups using a linear and quadratic decision rule, respectively. These techniques
work best with multinormal data. Using an iterative process I discovered that Linear
Discriminant Analysis was preferred using variables 1, 2, 6, 7, and 9. However, the
misclassification rate (39 / 473) was larger than CART and the interpretation of this
model is more difficult. '

I also performed a robustness study by eliminating the seven observations with the
highest leverage values (the largest outliers). The results did not significantly
change indicating that the data contains no influential observations and therefore
the model estimates are stable.

• Classification and Regression Trees (CART) - This technique uses a tree-like
decision structure to optimally split the data into two (or more) groups using the
explanatory variables. At each "node" of the decision tree, the algorithm uses one
of the explanatory variables to split the data into two branches. This process is
repeated until further splitting will not reduce the number of misclassified
observations. The original tree contained 24 nodes with 22 misclassified
observations. Since CART models tend to over-fit their data, l used cross-validation
techniques to determine that the optimal tree size had four nodes. Therefore, l
pruned this tree back to only four nodes with only 27 misclassified terminating
phone-numbers. Cross-validation techniques also indicate that the true
misclassification rate should be 26% higher. That is, for a future dataset with 473
observations we should expect a total of 34 of these observations to be
misclassified.
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2. System Specification
The MI overview shown in Figure 1 depicts the main operations of the MI. An algorithm has been
developed that identifies potential-modem phone-numbers using traffic information from the CroSS 7
system. The Ml retrieves these phone-numbers from an Access database and makes calls. It then keeps
records of the connection types.

1 I
2.
3.
4.
5.
6.
7.

This document describes the infrastructure of the Modem Identifier (MI). The Ml is designed to automate
the process of classifying terminating phone-numbers as modem or non-modem. The MI places a call to
a specified terminating phone-number and records the outcome of the call as one of the following:

Modem Identifier Design Documentation

1. Introduction

successful connection to an analog modem
successful connection to an ISDN modem
successful connection to a FAX
call not answered
line busy
operator intercept (disconnected number, all circuits busy, etc.)
others (voice, no dial tone etc ...)

CroSS 7
Data

v
.
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Modem
Classification

Algorithm
Modem Identifier

\\ Voice

Figure 1. Modem Identifier Overview

2.1 Hardware Requirement

1. IBM Compatible PC (Pentium Ill 350 CPU or higher and at least 64MB DRAM)

3/15/01 CONFIDENTIAL
Disclose and distribute solely to US WEST

employees having a need to know

Page: 2



Arizona Corporation Commission
Docket No. TOOOOOA-00-0194

Qwest Corporation - LBB-4
Direct Testimony of Larry B. Brotherson

Exhibit LB-4, Page 3, March 15, 2001
Modem Identifier Design Documentation
2. Dialo ic Corp. high performance voice processing boards (D/21 H in the current system)
3. 56K I f U standard (V.90) modem 9

2.2 Software Requirement

1.
2.

Microsoft Windows NT 4.0 with Service Pack 5.
Dialogic DNA V3.1 for Windows NT

3. Methodology

The Primary functionality of the MI is to identify analog and ISDN modems on terminating sites or to
determine that a modem is not present at the terminating site. The Ml system uses a modem to attempt
an analog-modem connection and a Dialogic voice device to monitor a voice channel to check for the
appearance of an ISDN preamble tone.

In Sections 3.1 - 3.3, we will briefly describe the methodology to classify terminating sites as either an
analog modem, an ISDN modems, or one of the other categories, respectively.

3.1 Modem Connection Identification

V.90 data communication protocol is an industry standard for 56K-modem communication protocol. It is
also backward compatible with V.34 protocol that is a standard for lower baud rate modems. When
establishing a connecting, modems will negotiate a maximum baud rate that is supported by both sides.
Fax machines also use a V.34 compatible communication protocol but according to the negotiated
maximum baud rate we can distinguish fax machines from modems easily (fax machines use a baud rate
lower than 1000 bits/sec). Ml uses a modem to try to establish a connection to the terminating site. If we
do not have a modem or a fax machine on the other end, we will not be able to establish a connection.
Once the Ml establishes a connection, it checks the negotiated maximum baud rate to distinguish fax
machines from modems.

3.2 ISDN Modem Connection Identification

ISDN modems play a special preamble tone (1000 HZ, 2000 HZ and 3000 HZ tri-tone) when it tries to
establish a connection. By utilizing a Dialogic voice device, which is mentioned in Section 2.1 , the MI
monitors the voice channel while a connection is establishing. If the special preamble tone does appear,
the Ml concludes that the terminating site is an ISDN Modem.

3.3 Other Classifications

Perfect Call Analysis, one of the features of the Dialogic voice device, is capable to identifying various call
connection types such as human voice, answering machine, busy, no dial tone, no answer, operator
intercept and so on. For more technical details please refer Dialogic Corp.'s web site
http://www.dialo<Jic.com/home.htm or call them at 1-800-755-4444.
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Arizona Corporation Commission
Docket No. T00000A-00-0194

Qwest Corporation - LBB-5
Direct Testimony of Larry B. Brotherson

Page 1, April 16, 2001

1 I. INTRODUCTION

2 Q. PLEASE STATE YOUR NAME, OCCUPATION AND BUSINESS ADDRESS.

3

4

5

A. My name is Larry B. Brotherson. I am employed by Qwest Corporation ("Qwest"), f/k/a

U S WEST Communications, Inc., as a director in the Wholesale Markets organization.

My business address is 1801 California Street, Room 2350, Denver, Colorado 80202.

6

7

Q. ARE YOU T HE SAME LARRY BROTHERSON WHO HAS FILED DIRECT

TESTIMONY IN THIS PROCEEDING?

8 A. Yes.

9 II. PURPCSE

10 Q. WHAT IS THE PURPOSE OF YOUR TESTIMCNY?

11

12

13

14

15

16

17

18

The purpose of my testimony is to address two subjects. The first subject concerns the

need to apply symmetrical switched access rates for lntraLATA toll traffic that would

result in competitive local exchange carriers ("CLECs") charging Qwest the same

switched access rates that Qwest charges. The second subject expands on testimony I

provided in my initial direct testimony relating to directory listings, operator services and

directory assistance ("OS/DA"). in this testimony, l make clear that Qwest is proposing

market-based pricing for these services. These two subjects were addressed in the

Procedural Order dated February 15, 2001. It states:

19
20
21
22

A.

IT IS FURTHER ORDERED that Qwest shall fi le direct testimony on
remaining issues, including, any issues deferred to this or the SGAT Docket
from the 271 workshops (such as reciprocal compensation for ISP traffic
and switched access issues), SGAT General Terms and Conditions to the
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Arizona Corporation Commission
Docket No. T00000A-00-0194

Qwest Corporation - LBB-5
Direct Testimony of Larry B. Brotherson

Page 2, April 16, 2001

1

2

extent not addressed in 271 Workshops or other proceedings, and market-
based prices, where applicable, by 4:00 p.m. on April 16, 2001. .

3 Ill. TESTIMONY

4

5

6

7

8

Q. THE PROCEDURAL ORDER ALLOWS QWEST TO FILE SUPPLEMENTAL DIRECT

TESTIMONY CONCERNING ANY ISSUES THAT WERE NOT ADDRESSED IN

QWEST'S INITIAL DIRECT TESTIMONY. IS SWITCHED ACCESS AMONG THE

REMAINING ISSUES THAT QWEST IS ADDRESSING IN ITS SUPPLEMENTAL

FILING?

9 A. Yes. Switched access is discussed in Qwest's SGAT in Section 7.3.1. That SGAT

10 provision reads:

11
12
13

"Where either party acts as an lntraLATA Toll provider, each Party shall bill
the other symmetrical rates using Qwest's Tariffed Switched Access rates
as a surrogate."

14

15

Q. WHY IS QWEST PROPOSING SYMMETRICAL SWITCHED ACCESS RATES FOR

INTRALATA TOLL?

16

17

18

19

20

21

If CLECs were permitted to charge Qwest switched access rates in excess of Qwest's

tariffed switched access rates, there would be several improper effects. These effects

would include having Qwest's end users potentially subsidize the CLEC's end users,

since CLECs could use the difference in access rates to subsidize their lntraLATA toll

rates. lntraLATA toll is a very competitive service, and one carrier should not be

expected to subsidize another carrier. This result would be anti-competitive.

22

23

Q. DID YOU ADDRESS DIRECTORY LISTING, OPERATOR SERVICES AND

DIRECTORY ASSISTANCE IN YOUR PREVIOUS TESTIMONY?

24 A. Yes.

A.
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1 Q. WHY ARE you ADDRESSING THESE SERVICES IN THIS TESTIMONY?

2

3

4

5

6

7

8

In my previous testimony I described the services and rate elements associated with

these services. However, I did not discuss the pricing for these rate elements. In its

Third Report and.Order, and Fourth Further Notice of Proposed Rulemaking, docket CC

96-98, the Federal Communications Commission ("FCC") eliminated the requirement for

UNE pricing for Operator Services or Directory Assistance log/oAl'. The FCC did,

however, retain the requirement for Qwest to continue to provide non-discriminatory

access to its OS/DA as required under section 251 (b) of the Telecom Act.

9

10

Q. PLEASE DISCUSS THE PRICING FOR DIRECTORY LISTING, OPERATOR

SERVICES, AND DIRECTORY ASSISTANCE THAT QWEST IS PROPOSING.

11 Qwest is proposing market-based pricing for these services.

12 Q. WHY IS QWEST PRESENTING MARKET-BASED PRICING FOR THESE SERVICES?

13

14

Because each of these services is a competitive service, market-based pricing is

appropriate.

15 iv. CONCLUSION

16 Q. PLEASE SUMMARIZE YOUR TESTIMONY.

17

18

19

My testimony describes why this Commission should adopt the proposed language in

the SGAT that requires symmetrical switched access rate for IntraLATA toll for the

reasons I discussed. In addition, this Commission should adopt market-based pricing

A.

1 At paragraph 442.

A.

A.

A.
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1

2

for competitive services, such as directory list service, operator service, and directory

assistance service. .

3 Q. DOES THIS CONCLUDE YOUR TESTIMONY?

4 A. Yes.
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1 1. INTRODUCTION

2 Q. PLEASE STATE YOUR NAME, OCCUPATION AND BUSINESS ADDRESS.

3

4

5

My name is Larry B. Brotherson. I am employed by Qwest Corporation ("Qwest"),

as a Director in the Wholesale Markets Organization. My business address is

1801 California Street, Room 2350, Denver, Colorado 80202.

6

7

ARE YOU THE SAME LARRY B. BROTHERSON WHO FILED DIRECT

TESTIMONY IN THIS DOCKET?

8 A. Yes.

9 ll. PURPOSE

10 Q. WHAT IS THE PURPOSE GF YOUR TESTIMONY?

11

12

13

14

The purpose of my testimony is to rebut the direct testimonies of Messers.

Caputo and Gillan with regard to Directory Assistance and Operator Services. I

also address the direct testimony of Mr. William Dunkel with regard to reciprocal

compensation.

15 III. DIRECTORY ASSISTANCE AND OPERATOR SERVICES

Q. DOES THE FCC REQUIRE QWEST TO UNBUNDLE DIRECTORY

ASSISTANCE AND OPERATOR SERVICES?

16

17

A.

A.

Q.

l l l min uIIullluuul
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1 No. The FCC's UNE Remand Order establishes that an ILEC is not required to

2 unbundle Directory Assistance and Operator Services except in the limited

3

4

circumstances where the ILEC does not provide customized routing to allow a

requesting provider to route traffic to alternative providers.'

5

6

7

8

Q. DO you AGREE WITH MR. GILLIAN'S ASSERTION THAT QWEST DOES NOT

PROVIDE EFFICIENT CUSTOMIZED ROUTING SO THAT UNE-P ENTRANTS

CAN DIRECT THEIR OPERATOR AND DIRECTORY TRAFFIC TO AN

ALTERNATIVE PROVIDER?

9

10

A. No. In fact, the rebuttal testimony of Ms. Barbara Bro fl describes Qwest's

custom routing process.

11

12

13

Q. MR. CAPUTO CLAIMS THAT QWEST'S MARKET-BASED PRICING FOR

DIRECTORY ASSISTANCE AND OPERATOR SERVICES IS

DISCRIMINATORY. DO YOU AGREE?

14 No. The Act's requirement of cost-based rates applies to network elements that

15

16

17

18

ILE Cs are required to unbundle. As the FCC stated, "obligations that do not fall

within a BOC's obligations to provide unbundled network elements are not subject

to the requirements of Sections 251 and 252, including the requirement that rates

be based on forward-looking economic costs." 2

1 UNE Remand Order at Paragraphs 441 and 442.

2 In the Matter of Application by SBC Communications, Inc. Pursuant to Section 271 of the Telecommunications
Act of 1996,FCC, CC Docket No.00-65,Memorandum Opinion and Order ']I348 (June 30,2000.

A.

A.

I _
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1

2

WHAT DOES QWEST RECOMMEND REGARDING THE

DIRECTORY ASSISTANCE AND OPERATOR SERVICES?

PRICING OF

3

4

5

Because the FCC has excluded Directory Assistance and Operator Services from

the UNEs that lLECs must unbundle, Qwest recommends the Commission adopt

its proposed market-based rates.

6 IV. RECIPROCAL COMPENSATION

7

8

9

Q. DO you AGREE WITH MR. DUNKEL THAT THE ISSUE RELATED TO

RECIPROCAL COMPENSATION THAT DEALS WITH END OFFICE VERSUS

TANDEM RATES IS BEING DISCUSSED IN THE 271 WORKSHOPS?

10

11

12

Yes. In fact the issue disputed in the 271 workshops has been resolved. The

Commission in its May 15, 2001, Report on Qwest's Compliance with Checklist

Item No. 13, at paragraph 82 states:

13

14

15

16

17

18

19

20

21

Staff agrees that the changes requested by both AT&T and Qwest are
appropriate. The modifications requested by AT&T will ensure that a
CLEC switch can and will be treated as a "tandem switch" where
appropriate. The additional change requested by Qwest will allow the
parties to charge for the switching and transport they actually perform for
the other, thus preventing a windfall to either party. This will prevent
charging both the "tandem switching rate" and "end office rate" for
switching traffic twice in those instances where traffic is actually switched
only once.

22

23

24

IN LIGHT OF THE FCC'S RECENT ISP ll ORDER, IS THE APPROPRIATE

FORM OF COMPENSATION FOR ISP TRAFFIC STILL AT ISSUE IN THIS

PROCEEDING?

A.

A.

Q.

Q.

l I 1111-1
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1 No. In its ISP Order II, the FCC ruled that Internet Traffic is interstate in nature

2

3

4

5

6

and that, accordingly, the FCC has exclusive jurisdiction to decide the

appropriate form of intercarrier compensation for this traffic. In ruling that this

traffic is interstate and is not subject to the reciprocal compensation provisions of

Section 251(b)(5) of the Act, the FCC stated that "state commissions will no

longer have authority to address this issue."3

7

8

9

Q. MR. DUNKEL SUGGESTS THAT FOR PURPOSES OF THIS PROCEEDING,

THE ACC SHOULD SET THE APPROPRIATE RATES FOR THE NON-ISP

BOUND LOCAL INTERCONNECTION TRAFFIC. DO YOU AGREE?

10

11

12

13

14

15

16

17

No, I do not agree with Mr. Dunkel. Qwest's reciprocal compensation rate for

non-ISP bound local traffic was established in a previous docket and is not being

addressed in this proceeding. Furthermore, the FCC has made it clear that

lLECs are required to offer to exchange all Section 251 (b)(5) traffic at the rate

caps it established. When an ALEC does not offer to exchange all Section 251

(b)(5) traffic at the rate caps set by the FCC, the exchange of ISP bound traffic

will be governed by reciprocal compensation rates approved or arbitrated by state

Commlsslol'1s.4

3 In the Matter of Implementation of the Local Competition Provisions in the
Telecommunications Actof 1996, Intercarrier Compensation for ISP Bound Traffic, CC
Docket Nos. 96-98 and 99-68, Order on Remand and Report and Order (Tel. April 27,
2001) (ISP Order 0) at 9165.

A.

A.

4 Id. at']{98.
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1 Attached as Exhibit LBB-1 is a letter sent by Qwest on June 13, 2001, to all

2 CLEC, Wireless and Commercial Radio Service providers outlining its intent to

3

4

offer to exchange all Section 251 (b)(5) traffic at the rate caps set forth by the

FCC in accordance with rules established in its ISP ll orders. This letter further

5

6

supports that the reciprocal compensation rate for non-ISP Bound local

interconnection traffic is not an issue in this proceeding.

7 Q. DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?

8 A. Yes.

5 Id ar<1182.

I'll
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Audrey Mckenney

Senior Vice-President

Wholesale Markets

303 896-5851

June 13, 2001

Dear Customer (CLEC, Wireless, CMRS):

As you may know, on April 18, 2001, the Federal Communications Commission ("FCC")
adopted an order addressing the charges that carriers may bill to and collect from each other in
connection with their exchange of dial-up Internet, or ISP-bound, traffic. See,Order on Remand
and Report and Order, CC Docket Nos. 96-98, 99-68 (adopted April 18, 2001) (the "Order').

We, at Qwest, find the implications of this order to be complex and believe that in some
instances the order may effect your operations significantly. And, in some cases, your
interconnection agreement may need to be modified.

The attachment outlines the steps Qwest plans to take to implement the Order on June ~14"',
consistent with the FCC effective date. Because the order may affect your operations, please
read the attachment carefully.

In case your interconnection agreement may need amending, a follow-up mailing will be coming
soon and will include a generic contract amendment that can be signed and returned to Qwest.
This second mailing will include Qwest's offer regarding 251(b)(5) traffic that is required per
the Order. Upon receipt of the signed contract amendment, Qwest will implement the
appropriate rates for ISP and 251(b)(5) traffic, with retroactive adjustments to the effective date
of the Order, June 14, 2001 .

We recognize that you may want to discuss the Order and our plans. Please feel free to call me
at 303-896-5851 or Dan Hult, at 402-422-4198.

Very truly yours,

Audrey McKinney

Ill
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AFFIDAVIT OF
LARRY B. BROTHERSON

STATE OF COLORADO )
)

COUNTY OF DENVER )

Larry B. Brotherson, of lawful age being first duly sworn, depose and states:

My name is Larry B. Brotherson. I am Director - Wholesale Markets of Qwest
Corporation in Denver, Colorado. I have caused to be filed written rebuttal
testimony and exhibits in support of Qwest in Docket No. T-00000A-00-0194.

I hereby swear and affirm that my answers contained in the attached testimony to
the questions therein propounded are true and correct to the best of my
knowledge and belief.

Further affiant sayer not.

Lar
4 6

B. Brotherson

SUBSCRIBED AND SWORN to before me this ?
2001 .

day of A
A 1

`Notary Public residing at
Denver, Colorado.

,W 44 M//

My Commission Expires: /2///02-

2.

1.

THENESAVanALSTVNE
t4orArrfpuwasrA1wcau1ln0
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EXECUTIVE SUMMARY

Purpose of Testimony

The purpose of my testimony is to present Qwest's Arizona recurring and nonrecurring
incremental cost data for unbundled network elements and 'interconnection services.
These data are utilized as a basis for the pricing recommendations contained in the
testimony of Ms. Barbara Bro fl and Mr. Robert Kennedy.

My testimony introduces and describes the Qwest Integrated Cost Model (ICE). The
ICE is an integrated cost model that calculates the recurring Total Element Long Run
Incremental Cost (TELRIC) for the major unbundled network elements (UNEs) and
interconnection services. These elements include the unbundled loop, switching and
transport, as well as data base services and signaling. Additionally, my testimony
describes Qwest's proposal for UNE deaveraging and addresses several important cost
methodology issues.

My testimony also introduces and describes Qwest's Enhanced Nonrecurring Cost
Model (ENRC). The ENRC calculates the nonrecurring TELRIC for all UNEs and
interconnection services.

Finally, my testimony presents a number of stand-alone TELRIC studies, including the
UNE Remand studies, Channel Regeneration, CLEC to CLEC Connections, other
ancillary services, the Customer Transfer Charge and Line Sharing. My testimony also
introduces and describes the Qwest Collocation Model. The Collocation Model is an
integrated model that calculates the nonrecurring and recurring TELRlC for collocation
semces.

The ICE cost results, the ENRC results, as well as the results of numerous additional
TELRIC studies, as summarized in Exhibit TKM-01, should be used by the Commission
to set recurring prices for UNEs and interconnection services.

The TELRIC Principles

My testimony discusses the TELRIC principles and Qwest's compliance with them in the
context of the FCC rules. Qwest's cost models and cost studies produce forward-
looking, least-cost long run incremental cost results based on replacement of the entire
network, given existing wire center locations.
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The Qwest Integrated Cost Model (ICE)

The ICE is a cost model developed by Qwest that is designed to estimate the recurring
TELRIC for UNEs and interconnection services.

The ICE calculates the costs for UNEs using the same basic methodological approach
that was used in previous Qwest (U S WEST) UNE cost studies filed before this
Commission. However, the ICE model itself reflects several significant improvements
over previous UNE cost models. For example, the ICE provides input forms for each of
the modules, which allow the user to change key input assumptions. The input forms
display the default value for each input item, and allow the user to override these values
if desired. After all desired changes are made to the inputs, the user can easily rerun
the ICE to produce UNE cost results based on the new user assumptions.

The ICE contains recommended default inputs. If the model is run with these inputs, it
produces results that properly reflect the TELRIC principles described in my testimony.
The ICE model, using the default inputs, provides a reasonable estimate of the
recurring TELRIC for UNEs in Arizona. The ICE is provided as Exhibit TKM-02.

Nonrecurring Cost Studies (ENRC)

The ENRC provides nonrecurring TELRIC data for all UNEs and interconnection
services. The ENRC studies are delineated in Exhibit TKM-03. These cost studies
properly reflect the TELRIC principles and are consistent with the requirements of the
FCC. In addition, the cost data are consistent with the recent rulings of the Eighth
Circuit.

Other Methodology Issues

My testimony also discusses three general methodology issues that are relevant to all of
the costs produced by the cost models:

•

•

•

Fill factors

Cost of Money

Depreciation

Other methodology issues specific to the unbundled loop will be discussed in detail in
the testimony of Mr. Richard Buckley.
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The Qwest TELRIC Studies

In this docket, Qwest is presenting recurring and nonrecurring costs for UNEs,
interconnection services, collocation, line sharing, and ancillary services. My testimony
presents recurring TELRIC data produced by the ICE for the following elements:

•

Unbundled Loop (including network interface device and extension technology)

Switching

¢ Local Switching (port and usage)

» Tandem Switching

Transport

• Tandem Switched Transport

• Direct Trunked Transport

• Shared Transport

• Entrance Facilities

• Multiplexing

• Unbundled Dedicated Interoffice Transport (UDIT)

• Extended - UDIT

Database Services ( X X Database and LIDB)

Signaling

In addition, my testimony presents cost studies including, but not limited to, the following
additional elements:

•

•

•

•

•

•

•

•

Vertical Features

UNE-P (nonrecurring)

Digital-capable Loop (DS1 and DS3)

Distribution Subloop

Building Cable

DS1 Capable Feeder Loop

Unbundled Dark Fiber

Digital Lineside Port
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DS1 Primary Rate Interface ISDN Trunk Port

interNetwork Calling Name (ICNAM)

Low Side Channelization

Category 11 Mechanized Record

Customer Transfer Charge (nonrecurring)

Line Sharing

Line Sharing is defined by the FCC as a UNE. Line Sharing involves the separate
provisioning of the high frequency portion of the unbundled loop. Line Sharing costs
consist of recurring and nonrecurring costs for collocating the CLEC's splitter equipment
in Qwest's central offices, nonrecurring costs for installing the shared line, recurring
costs for Operations Support Systems (OSS) and a separate recurring charge for the
cost of the loop. The CLEC has several options for collocation that are depicted in the
Line Sharing collocation study, Exhibit TKM-04. The Line Sharing OSS study is
included as Exhibit TKM-05.

The Collocation Model

The Collocation Model provides cost data for caged, careless and virtual collocation
elements. The Collocation Model is included as Exhibit TKM-06 of my testimony. This
exhibit contains a schematic diagram that depicts the collocation cost elements.

The Collocation Model calculates the forward-looking recurring and nonrecurring
incremental costs for collocation elements. The nonrecurring costs include the cost of
installing equipment on the CLEC side of the demarcation point. This equipment is
dedicated to CLECs and is not shared with Qwest. Recurring elements include the
small ongoing costs associated with maintaining the collocation equipment that is
dedicated to CLECs, along with the investment-related costs of equipment that is
shared between CLECs and Qwest.

The treatment of recurring and nonrecurring costs in the collocation model is consistent
with the FCC's collocation principles, as outlined in its Second Report and Order in CC
Docket No. 93-162. The Collocation Model inputs are based on an analysis of actual
collocation jobs in Qwest central offices. The use of actual cost data is consistent with
using realistic, achievable conditions to calculate costs on a forward-looking basis.
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Conclusion

The Commission should set prices for UNEs and interconnection services based on the
TELRIC data summarized in Exhibit TKM-01 of my testimony. The Qwest TELRIC
studies reflect the proper application of the FCC's TELRIC principles, calculating
forward-looking costs based on realistic, achievable inputs. In addition, the Commission
should adopt the geographic deaveraging plan proposed by Qwest, which is also
consistent with FCC rules.
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1 I. IDENTIFICATION OF WITNESS

2
3

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS AND POSITION
WITH QWEST CORPORATION.

4

5

My name is Teresa K. (Terri) Million. My business address is 1801 California

Street, Room 4450, Denver, Colorado 80202. I am employed by Qwest

6 Corporation as a Director, Service Costs, in the Policy and Law Department. In

7

8

this position, I am responsible for preparing testimony and testifying about

Qwest's cost studies in a variety of regulatory proceedings.

9 Q. HAVE YOU PREVIOUSLY FILED TESTIMONY IN THIS PROCEEDING?

10

11

Yes. On April 24, 2000, I filed direct testimony in Phase I of this proceeding. I

also filed direct testimony in Phase II of this proceeding on October 11, 2000.

12 That testimony has been withdrawn and is being replaced in its entirety with the

13 direct testimony being filed here.

14 ll. PURPOSE OF TESTIMONY

15 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY?

16

17

A.

A.

A.

The purpose of my testimony is to present Qwest's Arizona recurring incremental

cost data for unbundled network elements and interconnection services. These
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1

2

data are utilized as the basis for the pricing recommendations contained in the

testimony of Ms. Barbara Bro fl and Mr. Robert Kennedy.

3

4

5

My testimony introduces and describes the Qwest Integrated Cost Model (ICE).

The ICE is an integrated cost model that calculates the recurring Total Element

Long Run Incremental Cost (TELRIC) for the major unbundled network elements

6 (UNEs) and interconnection services. I also submit costs for the Customer

7 Transfer Charge in accordance with the remand of that issue by the United

8 States District Court in U S WEST Communications, Inc. v. Jennings, 46 F.

9

10

11

12

13

Supp. 2d 1004 (D. Ariz. 1999). Additionally, I describe Qwest's proposal for

permanent deaveraging of the UNE loop, introduce the Qwest Collocation Model

and Line Sharing study, and discuss other recurring cost studies that are not part

of the ICE. The Collocation Model is an integrated model that calculates both

recurring and nonrecurring TELRIC for collocation services.

14

15

16

17

18

I also introduce and describe the Qwest Enhanced Nonrecurring Cost Studies

(ENRC) and present Qwest's Arizona nonrecurring costs. The ENRC calculates

the nonrecurring TELRIC for all UNEs and interconnection services. These data

are also utilized as the basis for pricing recommendations contained in the

testimony of Ms. Barbara Bro fl and Mr. Robert Kennedy.

19
20

Q. ARE OTHER QWEST WITNESSES PROVIDING TESTIMONY REGARDING
COST ISSUES?
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1 Yes. Mr. Richard Buckley provides testimony that describes in detail the

2 methodology and assumptions included in the Loop Module of the ICE. Mr.

3

4

5

6

James Overton's testimony provides support for the engineering and network

inputs used in the ICE Loop Module, the Collocation Model and the Line Sharing

study. Ms. Renee Albersheim provides testimony describing Qwest's Operations

Support Systems (OSS) expenditures associated with Line Sharing.

7 Ill. TELRIC PRINCIPLES

8
9

Q. PLEASE SUMMARIZE THE OVERALL ECONOMIC PRINCIPLES THAT ARE
APPLIED IN QWEST'S TELRIC STUDIES.

10 The Qwest TELRIC studies identify the forward-looking direct costs that are

11 caused by the provision of an interconnection service or network element in the

12 /on run, plus the incremental cost of shared facilities and operations. These

13

14

15

16

17

studies identify total element costs - the average incremental cost of providing

the entire quantity of the element. The assumptions, methods, and procedures

used in Qwest cost studies are designed to yield the forward-looking replacement

costs of reproducing the telecommunications network, considering the most

efficient, least-cost technologies that are currently available.

18

19

Q. How IS THE CONCEPT OF LONG RUN CONSIDERED IN THE QWEST
TELRIC STUDIES?

20 A.

A.

A.

The Qwest TELRIC studies consider a time period over which all inputs are
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1

2

3

4

5

6

variable.' In this content, long run does not relate to a specific period of time

(e.g., five years, ten years, etc.) but refers to a time period long enough that all

inputs, including investments, are variable. From a practical standpoint, this

means that in a long run study all investments related to the network element are

considered variable, and the costs associated with these investments are

included in the TELRIC study results.

7
8

Q. PLEASE EXPLAIN How THE TELRIC STUDIES IDENTIFY REPLACEMENT
COSTS FOR THE TOTAL ELEMENT.

9 The .Qwest TELRIC studies consider the costs of a network that is "built from

10 scratch," assuming the existing location of network "nodes" or switches. These

11

12

13

long run studies identify the total "replacement" costs of sewing all current and

anticipated demand, rather than the costs of adding equipment to an existing

network to meet a small increment in demand. Thus, the studies consider the

14 efficiencies associated with building a network to serve total demand, assuming a

15 single carrier.

16

17

18

In the Qwest TELRIC studies, the increment studied is the total quantity of the

network element. Therefore, the studies calculate the average cost for all units

of output, rather than the marginal cost of the next or last unit of output.

A.

1 In the Matter of Imp/emenfafion of the Local Competition Provisions in the Telecommunications Act of
1996, FCC 96-325, CC Docket Nos. 96-98, 95-185, First Report and Order at 'II 692 (Rel. August 6, 1996)
("First Report and Order").
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1

2

Q. PLEASE EXPLAIN Ho w THE FORWARD-LOOKING
CONSIDERED IN THE QWEST TELRIC STUDIES.

CONCEPT IS

3

4

5

The Qwest TELRIC studies identify the forward-looking costs that are likely to be

incurred in the future. These studies consider the least-cost, forward-looking

technologies and methods of operations that are currently available and practical

6

7

to deploy in the network, given current and anticipated demand for the total

element. Thus, it is important toin calculating appropriate TELRIC costs,

8

9

consider, as Qwest has, what is currently being deployed in the system, as well

as, what will be used by the competitor on a forward-looking basis.

10

11

Q. IS IT IMPORTANT THAT TELRIC STUDIES CONTAIN REALISTIC FORWARD-
LOOKING ASSUMPTIONS?

12

13

14

15

16

17

18

19

Yes. A TELRIC study must provide a realistic estimate of forward-looking costs.

Thus, a TELRIC study must provide an estimate of the forward-looking costs that

Qwest would be likely to incur in the future. Consistent with this standard, the

Qwest TELRIC studies use the latest technologies and methods of operations

that are currently available. Only technologies that are commercially available

and that are currently being deployed in the industry today are included in the

studies. The studies do not rely on technologies that might be available in the

future. There is too much uncertainty about unproven, potential technologies to

20

21

permit their use

technologies

in cost studies, including uncertainty about whether the

actually become available,

22

A.

A.

will the potent ia l  cost  of  the

technologies, and the potential uses of the technologies. Nor do the studies rely
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1

2

exclusively on "state-of-the-art" technologies that may be available, but are

impractical to deploy in every situation.

3

4

5

6

For example, fiber-based DS1 technologies are considered to be "state-of-the-

art." However, in circumstances where utilization is low (e.g., there is demand for

only 1 or 2 DS1s at an end-user location) and is not likely to increase in the

foreseeable future, it is impractical to deploy fiber rather than copper-based

7 DS1s. This is because a fiber-based DS1 technology, such as OCT, provides

8

9

10

11

capacity for 84 DS1s at only one location unless appropriate electronics are

deployed in multiple end-user locations. The cost of these electronics causes

fiber to be far more costly, and thus impractical, to deploy than copper on a per-

DS1 basis in low demand situations.

12

13

14

15

16

Some parties may advocate the use of a theoretical, least-cost TELRIC

methodology that employs unrealistic assumptions to produce low cost

estimates, such as assuming high demand for DS1s at each end-user location to

justify an all-fiber network. The Commission should reject these "fantasy cost"

estimates, because pricing based on these studies would prevent Qwest from

17

18

19

recovering its legitimate, realistic costs (e.g., by either not assuming enough cost

for necessary electronics or by overstating system utilization). No firm could

continue to invest in infrastructure if it were forced to sell its services based on

20 "fantasy" costs that are below the actual costs the firm incurs to build the

21 infrastructure.
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1

2

3

4

In its TELRIC studies, Qwest uses current market prices to determine the costs

for equipment and materials. Placement costs are based.on the expenditures

that the network organization currently incurs to perform the relevant functions,

based on actual contracts with vendors that do work for Qwest in Arizona.

5

6

7

Expense factors are based on currently incurred costs adjusted for known or

anticipated changes. Each assumption is designed to reflect the forward-looking

cost of placing the network.

8
9

10

Q. CAN YOU PROVIDE SOME EXAMPLES OF Ho w APPROPRIATE
FORWARD-LOOKING TECHNOLOGIES ARE CONSIDERED IN QWEST'S
TELRIC STUDIES?

11 Yes. In developing investment costs, Qwest models forward-looking, least-cost

12

13

14

15

16

17

18

19

network designs. For example, the ICE Loop Module described by Mr. Buckley

considers the least-cost, forward-looking mix of copper, fiber and integrated pair

gain equipment. Thus, the model considers not just "state-of-the-art" technology

(e.g., fiber), but also the "least-cost" way of providing the element in a given

network application. For unbundled loops, copper facilities represent the least-

cost technology for shorter loops and where demand is relatively low, while fiber

and electronics represent the least-cost technology for longer loops and where

demand is relatively high.

20

21

A.

The Switching Module of ICE develops switching investment for each service,

using only digital switch technology. The switching module does not use older,
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1

2

3

4

less efficient technologies, such as analog switching equipment. In the Transport

Module, interoffice facilities are modeled assuming 100% fiber and SONET

based equipment. Signaling costs are developed based on the forward-looking

equipment in a Signaling System7 (SS7) network.

5

6

7

The Qwest TELRIC studies also consider forward-looking operating expenses.

Qwest adjusts its recent expense information to develop annual cost factors that

estimate forward-looking costs. Using historical information as a starting point,

8

9

Qwest adjusts its expense factors to account for future efficiencies and expected

inflationary/deflationary price irnpacts.2

10
11

Q. How SHOULD THE QWEST TELRIC STUDIES BE UTILIZED IN THIS
PROCEEDING?

12

13

14

The Commission should use the TELRIC data presented in my testimony to set

prices for UNEs and interconnection services. That is, this data, including an

allocation of common costs, should be used as the basis for the UNE and

15

16

interconnection service prices presented in the testimony of Ms. Barbara Bro fl

and Mr. Robert Kennedy.

17 IV. THE QWEST INTEGRATED COST MODEL

18 Q. PLEASE BRIEFLY DESCRIBE THE INTEGRATED COST MODEL (ICE).

2 This is accomplished via the "estimated cost savings" and "inflation" inputs in the Expense Factor
Module.

A.
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1

2

3

4

5

The ICE is a cost model developed by Qwest that is designed to estimate the

recurring TELRIC for UNEs and interconnection services. . The ICE produces

recurring costs for the major UNEs and interconnection services, including the

unbundled loop, switching, transport and other elements listed below in Section

Vll of my testimony.

6 A. ICE Model Description

7
8

Q. IS QWEST PROVIDING A MANUAL THAT PROVIDES
DESCRIPTION OF THE ICE AND ITS MODULES?

A DETAILED

9 Yes. Qwest is filing the ICE User Manual, which instructs the user about how

10

11

12

13

ICE operates. This manual contains detailed instructions for running ICE,

including, for example, how to change inputs to the model. This manual also

provides detailed documentation that describes each of the five ICE modules

(i.e., switching, loop, transport, capital costs and expense factors).

14 Q. How IS THE ICE DESIGNED?

15 The ICE runs each of the modules and inserts the results from each module into

16

17

18

the Output Workbook. The Output Workbook uses the results of each module,

along with special study inputs, to calculate the TELRIC for each UNE and

interconnection service. First, investment-related factors are applied to

19

20

A.

A.

A.

investments to provide the investment-related monthly costs (e.g., depreciation,

cost of money, income tax and maintenance) for each UNE and interconnection
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1

2

3

4

5

6

7

service. Second, the expense-related factors are applied to the investment-

related costs to yield the monthly cost for operating expenses, such as product

management and network operations and support. Third, the Output Workbook

sums all of the monthly costs to provide the monthly TELRIC for the UNE.

Finally, the Output Workbook provides an allocation of common costs (e.g.,

executive, planning, other general and administrative expenses) to each UNE

and interconnection sewioe.

8 Q. DOES THE ICE ALLOW THE USER TO MODIFY INPUTS?

9 Yes. The ICE provides input forms for each of the modules, which allow the user

10 to change key input assumptions. The input forms display the default value for

11 each input item and allow the user to override these values if desired. For

12

13

14

15

16

17

example, the Loop Module provides input forms that allow the user to view the

default values that are used to reflect how often different placement methods are

used to place buried cable and, if desired, to change those values to reflect

different assumptions about placement methods.3 After all desired changes are

made to the inputs, the user can easily rerun the ICE to produce UNE cost

results based on the new user assumptions.

18
19

Q. DOES THE ICE REPRESENT A
PREVIOUS UNE TELRIC MODELS?

SIGNIFICANT IMPROVEMENT OVER

3 Mr. Buckley provides a thorough discussion of Loop Module inputs in his testimony.

A.
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1 Yes. The ICE calculates the costs for UNEs using the same basic

2

3

methodological approach that was used in previous Qwest UNE cost studies filed

before this Commission. However, the ICE model itself represents a significant

4 improvement over previous UNE cost models for several reasons:

5 • The ICE is simple user friendly.and The model can be run on most

6

7

8

9

10

11

12

windows-based personal oomputers.4 It contains a "point and click" interface

that is easily navigated by the user. The user can view results, study

assumptions, study inputs, etc., and make changes when desired. A user

can run a new TELRIC study, based on the user's specifications, in a

relatively short period of time. In sum, the ICE is an easy to use model that

does not require users to be trained as model "experts." Any interested party

can run the model by following the user guide instructions.

13 •

14

15

The ICE is an open model. The model makes it easy for the user to view the

study inputs, calculation processes, and output results. All aspects of the

model are open to investigation by the user - eliminating any "black box"

16 concerns.

17 • integrated.

18

19

A.

The ICE is In the past, costs for different UNEs had to be

calculated in separate models. For example, switching costs were calculated

via the Switching Cost Model (SCM) and Windows Personal Computer Cost
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1

2

3

4

Calculator (Wlnpc3) models. Loop costs were calculated using the Regional

Loop Cost Analysis Program (RLCAP) and WINPC3. Transport costs were

calculated in a separate transport model. With ICE, costs for the major

UNEs, including the loop, switching and transport, are calculated in the same

5 easy to use integrated model.

6

ICE replaces WINPC3 and performs the

of WINPC3. The

7

functions previously provided through separate runs

integrated nature of the ICE assures that all annual cost factors are applied

8 consistently.

9 B. ICE Results

10
11

Q. DOES ICE PROVIDE UNE COST RESULTS THAT REFLECT THE PROPER
APPLICATION OF TELRIC PRINCIPLES?

12 Yes. The ICE and its modules contain recommended default inputs. For

13

14

15

16 If the

17

18

19

example, as described below in Section VI of my testimony, the ICE utilizes fill

factors that are designed to provide a "reasonable projection of actual total usage

of the element," as required by the FCC.5 In addition, my discussion of the ICE

modules, in this section, explains how the key inputs are determined.

model is run with these inputs, it produces results, as delineated in Exhibit TKM-

02, that properly reflect the TELRIC principles described earlier in my testimony.

The ICE model, using the default inputs, provides a reasonable estimate of the

4 See documentation for specific computer requirements.

s First Report and Order at 11682.

A.
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1

2

recurring TELRIC for UNEs in Arizona. These results should be used by the

Commission to set recurring prices for UNEs and interconnection services.

3 C. ICE Modules

4 1. The Loop Module

5 Q. WILL YOU DESCRIBE THE ICE LOOP MODULE IN YOUR TESTIMONY?

6 No. Mr. Buckley provides a detailed description of the ICE Loop Module in his

7 testimony.

8 2. The Switchinq Module

9 General Description

Q. PLEASE BRIEFLY DESCRIBE THE SWITCHING MODULE OF ICE THAT IS
USED TO CALCULATE SWITCHING COSTS.

12

13

14

15

The Switching Module of the ICE calculates costs utilizing the Switching Cost

Model (SCM) program, which is incorporated into the ICE. The purpose of SCM

is to provide per-unit switching investments for various services, features and

functions.

16

10

11

17

A.

A.

SCM contains four major modules. SCM Core calculates busy hour investments

by switching function. SCM Core uses engineering information, along with the
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1

2

discounted vendor price for various equipment components, to develop a cost for

each function perfumed by the switch. SCM Core produces costs for functions

3 such as:

4

5

6

7

Investment per analog line

Investment per processor millisecond

Investment per network CCS

Investment per 3-port conference circuit

8 SCM Features

9

10

11

12

13

14

develops unit investments for vertical features, such as custom

calling services.6 SCM Features uses SCM Core outputs, along with feature

usage data, to calculate the cost of a feature, usually on an investment per line

basis. For example, Three Way Calling investment is developed by using the

SCM Core outputs for "Investment per Millisecond" and "Investment per 3 Port

Conference Circuit CCS," along with usage data (e.g., average Three Way

Calling busy hour CCS and calls) to derive the Three Way Calling investment per

15 line.

16 SCM Calls

17

develops the switching cost per line, and the switching cost for

various types of calls:

18

19

•

•

Line to line

Line to trunk

6 The costs for individual vertical features are included in one of the additional cost studies, and are not
included in the ICE output. However, the investments are calculated in the SCM.
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1

2

•

•

Trunk to line

Trunk to trunk

3

4

5

SCM Calls develops these costs on a per busy hour attempt and per busy hour

conversation minute basis, utilizing SCM Core outputs along with data regarding

how much of these outputs are consumed, for example, to set up a call.

6 The SCM Usage module converts busy hour unit investments from SCM Calls

7 into an investment per call setup and per minute of use for various types of calls.

8
9

Q. WHAT ARE THE PRIMARY COST DRIVERS THAT IMPACT THE SCM
RESULTS?

10 The primary cost drivers for switching equipment include:

11

12

13

14

The price charged to Qwest by vendors such as Lucent Technologies

The busy-hour demand per line and per trunk within a switch

The number of lines sewed by the switch

The trunk to line ratio required to meet the demand on the switch

15 Q. HOW IS THE DATA FROM THE SWITCHING MODULE USED IN THE ICE?

16

17

18

The Switching Module calculates switching investments for local switching,

tandem switching, end office analog ports, and vertical features.7 These

investments are converted to monthly or per minute of use costs in the ICE

19 Output Workbook.

A.

7 As noted earlier, the costs for individual vertical features are included in one of the additional cost
studies, and are not included in the ICE output. However, the investments are calculated in the SCM.

A.
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1

2

Q. DOES THE QWEST ICE MANUAL CONTAIN
DESCRIPTION OF THE SWITCHING MODULE?

A MORE DETAILED

3 Yes.

4 Switching Module Inputs

5 Q. WHAT ARE THE KEY INPUTS TO THE SWITCHING MODULE?

6

7

8

9

10

11

The key inputs in the Switch Module of ICE are: the Growth Rate, the

Administrative Fill Factor for Analog Lines, the Administrative Fill Factor for

Integrated Digital Lines, the Administrative Fill Factor for Digital Trunks, and the

Average Business Day Equivalents per Year. In addition, the user can make

changes to the vendor discount rates that are applied in the ICE for Nortel,

Ericsson and Lucent switches. Descriptions of these discounts are provided in

12 the ICE User Manual.

13

14

Q. How DOES QWEST DETERMINE THE APPROPRIATE GROWTH RATE TO
USE IN THE SWITCH MODULE?

15

16

17

18

19

A.

A.

A.

The default growth rate input value is based on a five year forecast provided by

Local Markets Forecasting using the Integrated Forecasting Tool. First, the

forecasted growth in switched analog and integrated digital lines for 1999 through

2003 is determined. Next, this multi-year forecast is divided by 5 to derive an

annual growth amount. The annual growth amount is then divided by the base-
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1

2

year demand (i.e., 1999) to determine the growth rate. The growth rate input

value is 4.8984%.

3 Q. PLEASE EXPLAIN WHAT you MEAN BY A "FILL FACTOR."

4

5

"Fill" is an industry term for the assumed utilization to be placed on a piece of

investment (e.g., loop plant or a switch) when determining the unit cost.

6

7

8

Q. Ho w DOES OWEST DEVELOP THE RECOMMENDED DEFAULT
ADMINISTRATIVE FILL FACTORS FOR ANALOG LINES, INTEGRATED
DIGITAL LINES AND DIGITAL TRUNKS?

9 Administrative spare capacity for analog and digital lines is used to account for:

10

11

12

13

14

15

•

16

17

•

18

19

•

Malfunctioning equipment (e.g., ports)

Lines set aside for testing

Lines used for administrative purposes (e.g., lines to Switching Control
Center, Network Administration Center, etc.)

Lines reserved for special events, e.g., once a year events such as state fairs
(Wire center dependent)

Lines set aside in case the line forecast is exceeded prior to a scheduled line
growth job

Chum of dedicated inside plant (lines that are disconnected but left in place
for a limited time period awaiting a reconnect at the same location).

20

21

Based on an analysis of these various administrative needs, Qwest estimates

that the administrative line fill factor for both analog and digital lines is 95%, or

22

A.

A.

5% administrative spare capacity.
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1

2

3

4

5

6

7

Digital trunk spare capacity occurs because of the unused capacity due to the

modularity of trunk ports. The term "modularity' refers to the minimum amount of

capacity that must be added to meet the next increment of demand once current

capacity reaches exhaustion. Thus, as each new trunk group is added to meet

demand, a certain amount of spare capacity will exist until demand "catches up

with" available capacity. The average number of trunks per trunk group is 64, of

which Qwest estimates an average of 12 trunks (half of a DS1) will not be in use

8 Accordingly, the

9

at any given time because of the effect of modulari ty.

administrative fill factor due to modularity equals 52 I 64, or 81 %.

10
11

Q. HOW ARE THE
DETERMINED?

VENDOR DISCOUNTS IN THE SWITCHING MODULE

12 The vendor discounts are based on actual vendor contracts that Qwest has

13

14

negotiated with switch vendors, such as Lucent, Ericsson and Nortel. The latest

available vendor discounts are entered into the ICE as default values and are

15 contained on pages marked "Vendor Proprietary" in Exhibit TKM-02.

16 s. Transport Module

17 General Description

18 Q.

A.

PLEASE DESCRIBE THE TRANSPORT MODULE.
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1

2

3

4

The Transport Module is used to estimate the investment in transmission and

channel termination equipment needed to provide transport between two

switching offices. The Transport Module calculates dedicated and switched

transport costs.

5 Q. WHAT IS INCLUDED IN THE TRANSMISSION (MILEAGE SENSITIVE)
INVESTMENT?

7 The transmission investment includes the cost of fiber facilities and intermediate

8 multiplexing equipment.

9 Q. WHAT IS INCLUDED IN THE TERMINATION (FIXED) INVESTMENT?

10 Channel termination investment includes the electronic equipment located at the

11 switch location (where the route originates and terminates) that converts

12

13

electronic signals into optical signals, as well as the equipment used to multiplex

or De-multiplex a signal.

14
15

Q. WHAT DATA DOES THE
TRANSPORT COSTS?

TRANSPORT MODULE USE TO ESTIMATE

16 The Transport Module calculates costs using the following files and data:

17

18

19

•

20
21

A.

A.

A.

A.

•

Point pair files - These files include all combinations of routes between any
two wire centers in Arizona. This data includes originating and temwinating
wire centers and number of circuits connecting them.

The SONET transport model contains three forward-looking transport
configurations: point-to point, linear, and ring.
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1

2

• Investments - This file contains material costs for equipment used in the
network. This data is based on Qwest's current vendor contracts.

3
4
5

• Investment Profiles - This file contains the distribution of transport
configurations used in the model. These profiles vary by the size of the wire
centers where the point pairs terminate.

6 These data are described in more detail in the Transport Module of the ICE User

7 Manual.

8
9

Q. PLEASE EXPLAIN THE GENERAL METHODOLOGY USED TO CALCULATE
TRANSPORT MODEL INVESTMENTS.

10

11

12

13

14

For every point pair (i.e., any combination of connections between two wire

centers) in Arizona, the transport model calculates investment per circuit for

channel termination equipment, fiber optic facilities, and intermediate multiplexing

equipment. The investments associated with each point pair are sorted into

mileage bands. For each mileage band, the model calculates fixed (termination)

15 and distance sensitive (transmission) investments. These investments are

16 converted into costs in the ICE Output Workbook.

17 Transport Module Inputs

18 Q. WHAT ARE THE KEY INPUTS IN THE TRANSPORT MODULE?

19

20

The key inputs in the Transport Module are the utilization, or fill factors and the

vendor costs for various types of equipment (e.g., the cost per foot for fiber or the

21

A.

A.

cost of a fiber distribution panel).
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1

2

Q. How ARE THE
DEVELOPED?

RECOMMENDED DEFAULT UTILIZATION FACTORS

3 The utilization factors for D4 channel banks, M 1/3 multiplexers, and fiber

4

5

6

7

8

9

terminals are developed from data in the TIRKS (Trunk Integrated Record

Keeping System) database. TIRKS is a system Qwest uses for order control and

integrated record keeping which allows for highly mechanized provisioning of

complex design services. The TIRKS database is a repository for the inventory,

capacity and utilization information related to services such as SONNET-based

interoffice facilities. The utilization factors are calculated based on the demand

10

11

12

13

for, and capacity of, the equipment tracked in TIRKS. The Transport Module

allows different utilization inputs depending on whether the traffic is switched or

dedicated. The utilization factors for fiber and conduit are developed using

information provided by subject matter experts in Qwest's network organization.

14
15

Q. HOW ARE THE INVESTMENT
MODULE DEVELOPED?

DEFAULTS USED IN THE TRANSPORT

16

17

18

19

20

21

22

A.

A.

The default material investments used in the Transport Module for the equipment

and facilities described above are found in vendor contracts or price lists. The

material investments for the standard transport configurations are determined by

engineers whose job it is to develop the transport configurations currently in use

at Qwest. Thus, the material prices used as defaults in the ICE reflect the

current prices that Qwest must pay vendors to purchase equipment used to

provide transport.
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1

2

Q. DO you RECOMMEND THE USE OF THE DEFAULT INPUT VALUES FOR
TRANSPORT?

3 Yes. The default input values in the Transport Module are generated from actual" .

4

5

6

vendor contracts and price lists, using currently deployed transport configurations

developed by subject matter experts, and capacity and utilization information

from TIRKS. Qwest believes the data obtained from these sources is the most

7 current and forward-looking data available.

8 4. Capital Cost Module

9 Q. WHAT ARE THE KEY INPUTS IN THE CAPITAL COST MODULE?

10 The key inputs to the Capital Cost Module are cost of money and depreciation

11 lives. The ICE allows the user to select the Qwest economic or state-prescribed

12

13

14

15

.cost of capital, or to enter a specific cost of equity, cost of debt and debt to

capital ratio. The ICE also allows the user to select the Qwest economic, state-

prescribed or FCC-prescribed depreciation lives and network salvage values, or

to change the depreciation lives and net salvage for every plant account. The

16

17

user can also choose either Equal Life Group or straight-line depreciation. I will

discuss depreciation and cost of money later in my testimony.

18 5. Expense Factors Module

19

A.

A.

General Description
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1

2

Q. DOES THE ICE INCORPORATE AN ENHANCED
CALCULATION OF ANNUAL EXPENSE FACTORS?

PROCESS FOR THE

3 Yes. The Factors Module of ICE includes several enhancements (over previous

4

5

TELRIC studies filed in Arizona) that make it easy to understand the factor

application process and to audit the resuIts.8

6 In the enhanced Factors Module:

7
8

9 •

•10

11

12

13

14

15

Expenses and investments are pulled directly from standard accounting
reports,

User-defined efficiency and inflation inputs can be selected,

The factor calculation process starts with standard accounting report results
(i.e., the books of the firm). Directly assigned costs (i.e,, costs that are
directly assigned to elements) and costs that are not applicable to TELRIC
studies are removed, and these subtractions are explicitly displayed in the
Factors Module. This provides the user with a clear understanding of which
costs are included and which costs are not included in the factors,

16 All calculations are contained in one set of worksheets.

17

18

19

Q. DO THE ENHANCEMENTS TO THE EXPENSE FACTORS MODULE MAKE IT
EASIER TO ENSURE THAT DOUBLE COUNTING OF COSTS DOES NOT
OCCUR?

20 Yes. The new model is designed to help the user ensure that double counting

21

22

23

(or omission) of expenses does not occur. The cost factors are based on

historical cost reIationships,9 and use the books of account as a starting point.

All costs on the books of Qwest are accounted for - costs are explicitly removed

24

A.

A.

if directly assigned in another study or if not applicable to TELRIC studies. The
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1

2

3

4

user can clearly see the total costs (booked costs), the removed costs, and the

costs that remain in the factors. Thus, for example, the user can see that the

business office mosts that are separately identified in a nonrecurring cost study

are removed from the factors and not double counted.

5
6

Q. DOES THE ICE EXPENSE FACTOR MODULE ASSURE CONSISTENCY OF
FACTOR APPLICATION?

7 Yes. Prior to the development of an integrated cost model, cost analysts had to

8

9

10

11

12

apply cost factors separately in each cost study. While the analysts have always

sought to ensure that factors were consistently applied across studies, the ICE

makes this process much easier. Since the costs for  a l l  UNEs and

interconnection services developed in ICE are calculated in the same module,

the user can assure that the cost factors are consistently applied to all UNEs and

13 interconnection services.

14 Expense Factor Module Inputs

15 Q. PLEASE DESCRIBE THE KEY FACTORS MODULE INPUTS.

16

17

18

The key inputs to the Factors Module are the efficiency and in flation/deflation

factors. In the Factors Module input screen, the user may input a "Cost Savings

Value" and an "Inflation Rate." The Cost Savings Value estimates the gains

A.

8 As compared with previous TELRIC studies filed in Arizona.

9 As noted above, factors are adjusted to account for inflation/deflation and efficiency gains.

A.
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1

2

3

expected in productivity or efficiency, while the Inflation Rate estimates the

amount of inflation (or deflation) anticipated. These values can be applied on an

account-specific basis, or applied uniformly to all accounts.

4
5

Q. PLEASE DESCRIBE HOW THE QWEST DEFAULT FDR THE COST SAVINGS
VALUE IS DEVELOPED.

6

7

8

9

10

11

The Cost Savings Value input is designed to reflect efficiency gains. This input is

based on the X-Factor productivity estimates on page 55 of the CC Docket No.

97-159. The base expenses are at a 1999 level, so this input reflects estimated

efficiency gains resulting from increased labor productivity and improved

technologies for a two-year period (1999 to 2001). The calculation of Qwest's

Cost Savings Value is a weighted average of the X-Factor productivity estimates

12 AT&T and the United States Telephone Association

13

reported by the FCC,

(USTA) and results in a two-year efficiency gain of 10.25%. This default

14

15

percentage was selected as an aggressive estimate of future efficiency, relative

to Qwest's historical trends.

16

17

Q. PLEASE DESCRIBE HOW THE QWEST DEFAULT FOR THE INFLATION
FACTOR IS DEVELOPED.

18

19

20

21

A.

A.

The 8.78% inflation input is based on the Wage & Salary Index prepared by the

economic consulting firm, Joel Popkin and Company. The value represents an

estimate of inflation between 1999 and 2001, based on Qwest-specific

circumstances including Qwest's union labor contract and compensation and
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1

2

benefits practices. This input compares to a Consumer Price Index (CPI) of

6.04%, which includes more than wages and salaries and is based on national

3 averages. Qwest's inflation rate is a reasonable input because it appropriately

4 represents the environment in which Qwest must operate.

5
6

Q. DO YOU RECOMMEND USE OF THE DEFAULT INPUTS FOR EFFICIENCY
AND INFLATION?

7 Yes. I believe that these inputs reasonably reflect anticipated gains in efficiency

8

9

and an inflation value appropriate for use in forward-looking cost models and

studies that take into effect the environment in which Qwest operates.

10 v. THE ENHANCED NONRECURRING COST STUDIES (ENRC)

11 Q. PLEASE BRIEFLY DESCRIBE THE ENRC.

12

13

The ENRC is a collection of cost studies developed by Qwest designed to

estimate the nonrecurring TELRIC for all UNEs and interconnection services.

14

15

The ENRC calculates nonrecurring costs for provisioning and installation

activities based on time estimates and probabilities of occurrence of the tasks

16

17

performed to accomplish each function. The time estimates and probabilities for

each task are presented in detail in the ENRC workpapers. (Exhibit TKM-03)

18

19

Q.

A.

A.

IS QWEST PROVIDING A MANUAL
DESCRIPTION OF THE ENRC?

THAT PROVIDES A DETAILED
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1

2

Yes. Qwest is filing the ENRC User Manual, which instructs the user about how

to make changes to inputs.

3 Q. How IS THE ENRC DESIGNED?

4

5

6

7

8

The ENRC calculates the direct nonrecurring costs for each UNE and

interconnection service based on time estimates to perform tasks, probabilities

that tasks will be performed, and labor rates associated with each job function.

ENRC then applies expense factors to the direct nonrecurring costs to provide

the TELRIC for each UNE and interconnection service. Finally, an allocation of

9 common costs is assigned to each nonrecurring cost element.

10 Q. DOES THE ENRC ALLOW THE USER TO MODIFY INPUTS?

11 Yes. ENRC allows the user to view the work times, probabilities, and labor rates

12

13

14

and to override these values if desired. After all desired changes are made to

the inputs, the user can easily recalculate the ENRC to produce cost results

based on the new user assumptions.

15

16

Q. DOES THE ENRC PROVIDE UNE cosT RESULTS THAT REFLECT THE
PROPER APPLICATION OF TELRIC PRINCIPLES?

17 Yes. The ENRC contains inputs based on Qwest's current experience in

18

19

processing orders and provisioning network plant. The Qwest nonrecurring

TELRIC studies identify the forward~looking, nonrecurring costs that Qwest is

20

A.

A.

A.

A.

l ikely to incur in provisioning UNEs. These studies consider the actual
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1

2

3

processing and provisioning activities that are either in place today or scheduled

to be implemented, rather than theoretical provisioning methods based on future

hypothetical technologies or networks that are not currently deployed. It includes

4 changes anticipated by subject matter experts in processing and provisioning. It

5

6

7 CLECs.

8

9

10

also includes certain assumptions and expectations for mechanization based on

the development of Operations Support Systems (OSS) interfaces for use by the

If the studies use these assumptions, they produce results, as

delineated in Exhibit TKM-03, that properly reflect the TELRIC principles. These

results should be used by the Commission to set nonrecurring prices for UNEs

and interconnection services.

11

12

Q. PLEASE DESCRIBE THE PROCESS QWEST USES TO VALIDATE THE
ASSUMPTIONS AND INPUTS USED IN ITS MODELS.

13

14

15

16

17

18

Qwest utilizes a variety of approaches to ensure the reasonableness of its

TELRIC estimates and assumptions. For example, component prices are taken

directly from vendor quotes with Arizona specific loadings (e.g., sales tax)

applied. Placement costs contained in Qwest's loop costing model are taken

directly from actual network contracts with Arizona vendors. Assumptions are

verified through discussions with internal experts about actual construction

19 experiences and vendor bid responses, along with other relevant data. Since

20

21

22

A.

TELRIC, by its very nature, represents a rebuild of the total network, it is critical

that all relevant available information be used to confirm model assumptions,

inputs and logic. Qwest's cost analysts also spend extensive time reviewing cost
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1

2

3

4

5

data for related UNEs and for the same UNEs in other states to ensure that the

models' results are within a range of reasonableness. As described by Mr.

Buckley, Qwest has compared its TELRIC loop costs with loop cost data from

other sources to assure that the results of the TELRIC study for the unbundled

loop are reasonable.

6 VI. OTHER METHODOLOGY ISSUES

7
8

Q. WHAT METHODOLOGY ISSUES WILL YOU DISCUSS IN THIS SECTION OF
YOUR TESTIMONY?

9 In this section of my testimony, I will address three general methodology issues:

10 Fill factors

11 • Cost of Money

12 Depreciation

13 These issues are relevant to all equipment-based costs produced by the ICE.

14 A. Fill Factors

15

16

Q. PLEASE DESCRIBE THE TYPES OF FILL FACTORS THAT COULD BE USED
TO MODEL COSTS.

17

18

A.

A.

As I explained earlier in my testimony, "fill" is an industry term for the assumed

utilization to be placed on a piece of investment (e.g., loop plant or a switch)
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1

2

when determining the unit cost. There are two types of "fill" that have been

widely discussed in arbitration and cost proceedings: objective and actual fm.

3 "Objective" fill has historically been used to refer to the maximum utilization of a

4 facility that can be achieved before reinforcement becomes necessary. The

5

6

percentage for objective fill is usually something less than 100% because some

capacity is set aside for maintenance and administrative purposes.

7

8

9

Forward-looking "actual fill" is the utilization that is actually projected to be

experienced for the investment and is typically lower than the objective fill

because of practical realities of network management and expected usage.

10 Q. WHY IS THE PROPER USE OF FILL FACTORS AN IMPORTANT ISSUE?

11

12

13

If fill factors are improperly applied in a TELRIC study, the results may be

significantly over or understated. That is, the study results are highly sensitive to

the fill factors that are used.

14

15
Q. WHAT TYPE OF FILL FACTORS ARE UTILIZED IN QWEST'S TELRIC

STUDIES?

16

17

18

In the Qwest cost studies, loop, switching, and transport investments are

calculated using ICE inputs that reflect projected actual fill factors. This same

approach is used in Qwest's other cost studies, as well.

19 Q.

A.

A.

COULD THE COMPANY EVER OPERATE AT AN OBJECTIVE FILL LEVEL?
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1

2

Not efficiently. It is important to remember that objective fill represents the fill

level at relief - the point at which demand for access.to the network requires the

3

4

5

6

7

8

9

company to reinforce facilities. If Qwest operated at objective fill, it would need

to add facilities each time new demand for the facility arose - a scenario that is

clearly impractical. For example, it would be extremely inefficient and expensive

to add single or small units of switching capacity on demand. Instead, switching

capacity is added in large "lumps," which represents the long-run, least-cost

method of provisioning. Thus, the efficient switching network will always function

at a level well below objective fill. i

10
11

Q. WHY DO THE QWEST TELRIC STUDIES UTILIZE PROJECTED ACTUAL
FILL, RATHER THAN OBJECTIVE FILL, IN COST CALCULATIONS?

12 For establishing prices that are based on cost, the use of objective fill would

13

14

15

16

17

18

prevent a full recovery of costs. For example, assume a company places a 100

pair cable at a cost per pair of $100. The total cost of the cable would be

$10,000. Let's further assume that the projected actual usage of this facility is

anticipated to be 65%, or 65 of the 100 lines, and that the objective fill for the

facility is 85%. The unit cost calculated using an 85% objective fill per customer

and the unit cost calculated using the 65% projected actual fill per customer is

19 illustrated in Table 1 below.

20

21

A.

A.

TABLE 1



USAGE USAGE
1. Fill levels 100% 65% 85%
2. Pairs 100 65 85
3. Cost /Pair $100 $100 $100
4. Total Cost $10,000 $10,000 $10,000
5. Projected Cost/Unit

(Line 3/Line 1)
$100 $154 $118
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1 Shortfall

2 Amount to Be Recovered = $10,000

3 Amount Recovered at $118 with 65 Pairs $ 7,670 $2,330

4 Amount Recovered at $154 with 65 Pairs $10,000 $0

5 In this scenario, service is actually provided to 65 customers. If service is

6

7

8

9

provided to these customers, the entire $10,000 would be recovered only if the

price were set at $154. If the price were set at $118, based on costs derived

from an objective fil l, the firm would recover only $7670, leaving a $2330

shortfall. This represents roughly 23% of the original $10,000 investment.

10 No business could survive if i t continued to invest in equipment with no

11

12

13

expectation that the costs of the investment would be recovered. That is, no firm

could invest $10,000 with the expectation it would only be able to recover $7670.

Thus, it is critical that projected actual fill levels be utilized in TELRlC studies.

Q. DOES THE FCC'S FIRST INTERCONNECTION ORDER REQUIRE THE USE
OF PROJECTED ACTUAL FILL FACTORS?

14
15

16 A. Yes. The FCC's First Report and Order stated that:
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1
2
3
4
5
6

Per-unit costs shall be derived from total costs using reasonably accurate
"fill factors" (estimates of the proportion of a facility that will be "filled" with
network usage), that is, the per-unit costs associated with a particular
element must be derived by dividing the total cost associated with the
element by a reasonable projection of the actual total usage of the element.
(emphasis added)'°

7

8

9

The use of projected actual fill factors results in a TELRIC that more nearly

reflects the cost of actually providing a UNE or an interconnection service in

Qwest's operating environment.

10
11

Q. COULD QWEST MAINTAIN ITS NETWORK WITH ACTUAL FILL LEVELS
APPROACHING OBJECTIVE FILL LEVELS?

12 No. If fill factors are set too high, Qwest's ability to provide service to customers

13

14

15

16

17

on demand is adversely impacted. For example, if Qwest were to engineer its

loop feeder network so that actual fill levels would approach the level of objective

fill - there would be a high probability that facilities would not be available upon

customer request, resulting in held orders. This would not be in the best

interests of Arizona consumers.

18

19

Please refer to Mr. Buckley's testimony for a further discussion of the treatment

of fill in the TELRIC calculations for the unbundled loop.

20
21
22

Q. HAS T HE ARIZONA COMMISSION AGREED IN THE PAST THAT
OBJECTIVE FILL LEVELS ARE INAPPROPRIATE FOR USE IN TELRIC
STUDIES?

A.

10 First Report and Order at 1] 682.
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1

2

3

4

5

6

7

Yes. In its decision in the prior cost docket (Docket No. U-3021-96-448 Et AL),

the Commission rejected the use of objective fills in the cost studies, recognizing

that an objective fill of 85% would not allow for any growth of the network. The

Commission chose instead to use the "achievable average" fill factors of the

Hatfield Model." in view of the FCC's pronouncements relating to fill factors,

Qwest believes that in this proceeding the Commission should adopt the realistic

projected fill factors that Qwest is utilizing in its studies.

8 B. Cost of Money

9 Q. PLEASE BRIEFLY DISCUSS THE FORWARD-LOOKING COST OF CAPITAL.

10

11

The cost of capital (cost of money) represents the weighted average cost of debt

and equity and represents a return on the forward-looking, least-cost investment

12 that is included in a TELRIC analysis. However, this cost of capital should be

13

14

calculated by factoring in an appropriate measure of risk. As competition enters

the market, Qwest's risk increases. This should be reflected in Qwest's cost of

15 capital, which will increase with increased risk.

16

17

Q. HAS QWEST USED A FORWARD-LOOKING COST OF MONEY IN ITS
TELRIC CALCULATIONS?

18 No. The ICE allows the use of both a forward-looking and prescribed cost of

19 money. Qwest believes that a forward-looking cost of money is appropriate for

A.

11 Docket No. U-3021-96-448 et al., Decision No. 60635, January so, 1998, at p. 17.

A.

A.
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1

2

3

4

5

use in TELRIC studies. However, in order to provide a conservative estimate of

costs and to avoid a protracted debate over the appropriate cost of money, the

cost results produced in this proceeding reflect the Arizona Commission's

decision in the prior cost docket (Docket No. U-3021 -96-448 et al.) regarding cost

of money. Thus, Qwest's cost studies utilize a prescribed cost of money of

6 10.37%.

7 C. Depreciation Lives

8 Q. PLEASE BRIEFLY DISCUSS FORWARD-LOOKING DEPRECIATIDN.

9

10

11

12

13

Forward-looking TELRIC studies must consider the real economic depreciation

lives of plant andequipment. These lives must reflect how long the plant and

equipment is actually expected to be used on a going forward basis, based on

today's competitive environment. If prices are to be based on a forward-looking

cost, these costs should not reflect historical depreciation rates. Proper forward-

14 looking depreciation lives should be used lives that are often shorter than

15 historical l ives. The use of arti ficial ly long equipment l ives understates

16 depreciation expense, and effectively impairs the recovery of costs.

17 Q. WHAT DEPRECIATION LIVES HAS QWEST USED IN ITS TELRIC STUDIES?

18 While forward-looking depreciation rates are more appropriate to use than

19

20

A.

A.

historically-based depreciation rates, Qwest realizes the potential for lengthy

debate on this subject. Therefore, to properly reflect the expedited nature of this
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1 Commission's prescribed forward-looking

2

proceeding, Qwest has used the

depreciation lives in its cost models.

3 VII. THE TELRIC STUDIES

4
5

Q. PLEASE BRIEFLY DESCRIBE THE TELRIC STUDIES THAT QWEST IS
SPONSORING IN THIS DOCKET.

6

7

8

9

10

11

Qwest is presenting recurring and nonrecurring costs for UNEs and

interconnection services, collocation, line sharing and ancillary services. in this

filing, I address the recurring costs for most UNEs and interconnection services,

including the unbundled loop, switching and transport. I also address the

nonrecurring costs for all of the UNEs and interconnection services filed, plus line

sharing, collocation, and the permanent deaveraging of the UNE loop.

Q. HOW WILL you STRUCTURE YOUR DISCUSSION OF THE SEPARATE
TELRIC STUDIES?

14 I wil l  address each of the enumerated elements individually and, where

15 applicable, discuss the TELRIC studies associated with each issue.

16 A. The ICE Elements

17 Q. PLEASE BRIEFLY DESCRIBE THE ICE UNE ELEMENTS.

18 As described earlier, the ICE produces recurring TELRIC data for the following

12
13

19

A.

A.

A.

elements:



Arizona Corporation Commis4E>n
Docket No. T-00000A-00-0194

Qwest Corporation
Direct Testimony of Teresa K. Million

Page 37, March 15, 2001

1 • Unbundled Loop (including the NID and extension technology)

2 • Switching

3

4

•

•

Local Switching (port and usage)

Tandem Switching

5 • Transport

6

7

8

9

10

11

12

•

•

•

•

•

•

Tandem Switched Transport

Direct Trunked Transport

Shared Transport

Entrance Facilities

Multiplexing

Unbundled Dedicated interoffice Transport (UDlT)

Extended - UDIT

13 • Database Services (XX Database and LIDB)

14 • Signaling

15 The ICE results for these UNEs are displayed in Exhibit TKM-02.

16 1. UNE Loop Deaveraginq

Q. DID THE ARIZONA COMMISSION MAKE A DETERMINATION REGARDING
INTERIM DEAVERAGING IN PHASE I OF THIS PROCEEDING?

19 A. Yes. The Commission adopted Qwest's proposed "zone increment" method,

20 based on Qwest's current retai l  zone structure, for establ ishing interim

21 deaveraged rates. In doing so, the Commission agreed with Qwest that

22

17

18

"Commission policy in setting retail rates needs to be taken into consideration in
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1

2

3

4

5

setting geographic deaveraged UNE rates."'2 However, in analyzing the parties'

submissions in Phase I, the Commission also made it clear that it believed the

proposals by Staff and AT&T "reflect actual costs better than the U S WEST

[Qwest] proposal."13 The Commission concluded that a gradual move to a cost-

based rate structure would be more appropriate, yet consistent with the

6 objectives of the Act.

7
8

Q. WHAT IS OWEST PROPOSING FOR UNE LOOP DEAVERAGING IN PHASE ll
OF THIS DOCKET?

9

10

Based on the Commission's order, Qwest is proposing a three-zone, cost-based,

wire center deaveraging scheme using the cost results from the Loop Module of

11 the ICE similar to the proposals preferred by the Commission in Phase I. (See

12 Exhibit TKM-02)

13 Q. How WERE THE COSTS FOR THE THREE ZONES DETERMINED?

14 Qwest used the Loop Module to determine loop investment by wire center. The

15 investments were then converted to cost by wire center in ICE. The wire centers

16

17

were then ranked, by cost, and zones were determined by grouping them as

follows: Zone 1, wire centers with costs $25.80 or less, Zone 2, wire centers with

18 costs above $25.80 and up to $32.38, and Zone 3, wire centers with costs above

12 In the Matter of Investigation into U S WEST Communications, lnc.'s Compliance with Certain
Wholesale Pricing Requirements for Unbundled Network Elements and Resale Discounts, Docket No. T-
OOOOOA-00-0194 (Phase I), Decision No. 62753.

13 Opinion and Order at p. 5.

A.

A.
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1

2

3

4

$32.38. A weighted average cost was then calculated for each zone using

Qwest's current line counts for each wire center. The statewide average loop

cost using the ICE is $28.96. The weighted average costs were then grouped by

zone to produce an average cost for each zone.

5
6

Q. ARE THERE
PROCEEDING?

ADVANTAGES TO QWEST'S PROPOSAL IN THIS

7 Yes. First, while Qwest still believes in the importance of consistency between

8 retail and wholesale rates, the Commission has stated that it believes the wire

9 center approach is a better reflection of cost-based wholesale pricing. The

10

11

Qwest proposal in Phase ll is cost-based and uses the same "ranking of wire

centers by cost" approach that Staff and AT&T proposed in Phase I.

12 Second, both Staff and AT&T criticized Qwest in Phase I for proposing a method

13 that resulted in 95% of lines being located within the Base Rate Area. The

14

15

Qwest proposal in this phase results in more than half of the lines being located

in Zones 2 and s, i.e., 43% in Zone 1, 37% in Zone 2 and 20% in Zone s.

16

17

Finally, Qwest's proposal results in rates that provide for gradual movement

toward a cost-based structure for both retail and wholesale rates. While Qwest

18

19

20

A.

has effectively agreed to forego a move toward retail deaveraging as part of the

Settlement Agreement and its attendant Price Cap Plan in Docket No. T-01051B-

99-0105 ET AL., it preserves its ability to pursue retail deaveraging once the
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1

2

3

wholesale deaveraged rates have been established. Paragraph 2(c)(v) of

Attachment A regarding Service Pricing Flexibility states that "[a]ll services in this

Basket shall be continued statewide at the tariffed rate, unless or until the

4

5

6 difference."

7

Commission orders retail geographic rate De-averaging, or unless Qwest

demonstrates a cost difference for a new service on which to base the price

Under Arizona's current retail structure, the vast majority of

customers in the Phoenix and Tucson areas reside in the lowest-priced Base

8

9

10

11

12

Rate Area. In Qwest's Wholesale deaveraging proposal most of the customers in

those two cities will also fall intoZone1 or Zone 2, the two lowest-cost zones, for

wholesale purposes. Qwest's wholesale proposal provides for cost-based pricing

by wire center in each of three zones, with about a $5.50 difference between

Zones 1 and 2, and a $13.50 difference between Zones 2 and s. Qwest believes

13

14

15

that its proposal both addresses the Commission's concern about having

wholesale zones reflect cost-based pricing, and its concern about the impact that

wholesale rates might ultimately have on retail rates.

16 Q. WHAT ARE THE RATES DETERMINED BY THIS INFORMATION?

17 The deaveraged unbundled loop costs/rates are:

18 Zone 1 $23.07

19 Zone 2 $28.64

20

A.

Zone 3 $42.14
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1 Statewide Average $28.96

2
3
4

Q. DOES THIS CALCULATION OF THE UNBUNDLED .LOOP UNE RATE
INCLUDE WIRE CENTERS THAT QWEST IS PROPOSING TO SELL IN
ARIZONA?

5 A.

6

7

8

No. Recognizing that under a TELRIC methodology one could argue that wire

centers that have been identified as being for sale should be excluded from

forward-looking costs, l have calculated the unbundled loop UNE with the wire

centers that are thus identified, excluded.

9 2. Switching

10 Q. DOES QWEST'S ICE PRODUCE TELRIC RESULTS FOR SWITCHING?

11 Yes. ICE produces recurring costs for Line and Trunk Ports and for Local and

12

13

14

15

16

17

Tandem Switching Usage. Described in more detail in the Summary of Results

in ICE (Exhibit TKM-02), the various types of unbundled ports provide access to

the basic functionality of the switch as well as access to interoffice services.

Local and Tandem Switching costs are determined on a per minute of use (MOU)

basis for terminating traitic to an end office switch and for switching a call through

a local tandem switch, respectively.

18 3. Transport

19 Q.

A.

DOES QWEST'S ICE PRODUCE A TELRIC FOR SHARED TRANSPCRT?
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1 Yes.

2

3

4

5

6

ICE produces a recurring cost for Shared Transport. Shared Transport,

as defined by the FCC, represents access to an ALEC's shared interoffice

facilities (i.e., facilities that carry traffic between ILEC central offices) at costs that

reflect the efficiencies of the ILEC. Shared Transport is available only in

conjunction with unbundled switching, due to the fact that switches perform the

important gatekeeper function for access to the shared transport netvvork.14

7

8

The recurring costs for Shared Transport are included in the results summary of

the ICE in Exhibit TKM-02. Please refer to the testimony of Ms. Barbara Bro fl

9 for a further description of Shared Transport service.

Q. IS QWEST FILING A NONRECURRING
TRANSPORT AT THIS TIME?

cosT  STUDY FOR SHARED

12 No. When'a CLEC purchases shared transport, it must also purchase an

13 unbundled switch port and switch usage. Qwest has not identified any additional

14

15

nonrecurring costs

associated with unbundled switching.

for shared transport beyond the nonrecurring costs

In the future, i f any unique shared

16

17

transport nonrecurring costs are identified, Qwest may file a nonrecurring cost

study.

18

19

Q. PLEASE BRIEFLY DESCRIBE HOW SHARED INTEROFFICE FACILITIES
ARE DIFFERENT FROM DEDICATED INTERDFFICE FACILITIES.

10

11

14 Switches include the routing tables that route traffic over the shared transmission network. Without this
switch function, shared transport could not be provided.

A.

A.



Arizona Corporation Commission
Docket No. T-00000A-00-0194

Qwest Corporation
Direct Testimony of Teresa K. Million

Page 43, March 15, 2001

1

2

3

4

5

interoffice transport includes the facilities that provide links between all of the

central offices on the Qwest network (i.e., both tandem and end office switches).

Dedicated interoffice facilities are set aside specifically for the full use of one

customer or set of customers and cannot be shared by traffic from multiple

customers. Shared interoffice facilities are not dedicated to a specific customer,

6

7

8

but are designed and engineered to handle switched traffic from all customers.

Shared interoffice facilities, when used in connection with standard routing tables

and central office switches, provide shared access to all of Qwest's switches.

9
10
11

Q. PLEASE COMPARE THE SHARED TRANSPORT TELRIC WITH THE DIRECT
TRUNKED TRANSPORT (01'r) AND TANDEM SWITCHED TRANSPORT
(TST) TELRIC STUDIES THAT QWEST IS FILING IN THIS PROCEEDING.

12

13

14

15

16

17

The Shared Transport, TST and DOT TELRIC studies all develop transport

investment utilizing the Qwest Transport Model. Thus, investments of all three

are developed using the same basic TELRlC costing approach. However, the

Shared Transport study is different from the DOT and TST studies because

Shared Transport is a distinct offering that is defined different/y than Tandem

Switched Transport and Direct Trunked Transport. The cost results reflect these

18 differences.

19

20

21

A.

A.

Direct Trunked Transport represents a dedicated path between two switching

offices. A DTT link is not shared by multiple customers and does not carry POTS

switched traffic. Tandem Switched Transport represents a shared interoffice
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1 path between a tandem switch and an end office-TST does not carry switched

2 traffic directly between two end offices.

3

4

The Shared Transport cost study identifies the weighted per minute of use cost

for three types of interoffice calls that utilize the common switched network:

5
6
7

1. Direct end office to end office These calls are directly routed between the
originating and terminating local end offices, and are not routed through a
tandem switch.

8

9

10

2. End office to end office via a local tandem- These calls are routed from the
originating end office to a tandem switch, and from the tandem switch to the
terminating local end office.

11

12

3. End office to access tandem- These calls are routed from the originating local
end office to the access tandem.

13

14

15

16

The Shared Transport TELRIC study separately calculates the "per minute of use"

costs for each of the three types of calls. The per minute of use costs for each call

type are weighted together based on Qwest trunk data, resulting in a single Shared

Transport per minute of use cost.'5

17

18

Please refer to the Transport Module documentation for a complete description of

the cost methodology used to produce the TELRIC for each type of transport.

15 The Shared Transport study weights the three types of calls based on the number of trunks in the
Qwest network that are: (1) local end office to local office, (2) local end office to local tandem and (3) local
end office to access tandem.
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1 B. The Separate Cost Studies

2
3

Q. WHAT OTHER RECURRING AND/OR NONRECURRING COST STUDIES DO
YOU PRESENT?

4

5

6

7

8

My testimony presents separate cost studies for additional recurring elements not

yet integrated into the ICE. In addition, as discussed above in Section Iv, the

ENRC studies calculate the nonrecurring costs for all UNEs and interconnection

services. The ENRC does not calculate costs for collocation or line sharing,

except it does calculate the cost for line sharing installation. The following

9 elements will be presented in this section:

10 UNE Platform POTS (New and Existing Service)

11 • Digital-capable Loop (DS1 and DS3)

12 • Distribution Subloop

13 • DS1 Capable Feeder Loop

14 • Building Cable

15 • Unbundled Dark Fiber (Loop and Interoffice)

16 • Vertical Features

17

18

A.

Q. ARE ANY OF THE ELEMENTS MENTIONED ABOVE
RESULTING FROM THE FCC'S UNE REMAND ORDER?

" NE W " ELEMENTS
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1 Yes. A number of the elements that are presented in this filing are considered

2

3

"new' UNEs as a result of the FCC's UNE Remand order.'6 For example, the

FCC confirmed that the list of loop-related UNEs includes digital capable loops,

4 subloops, building cable (inside wire), and dark fiber. In addition, the UNE

5

6

Platform, or UNE-P, is the result of the FCC's discussion relating to UNE

combinations in the UNE Remand Order.

7 1. The UNE Remand Studies

8
9

Q. WILL QWEST PRESENT A RECURRING TELRIC STUDY FOR THE UNE
PLATFORM?

10 No. As described more fully in the testimony of Ms. Bro fl, the UNE platform

11

12

13

14

15

16

consists of either 1) UNEs already existing in combination to serve existing

customers, or 2) combinations of UNEs not previously combined to serve new

customers, to the extent facilities are available. Individual recurring UNE rates

exist for the elements that make up the UNE platform and will apply for UNE

combinations, therefore, there is no need to file additional recurring cost studies

in support of the UNE platform.

Q. WILL QWEST SUBMIT NONRECURRING COST STUDIES FOR THE UNE
PLATFORM?

17

18

is Third Report and Order and Fourth Further Notice of Proposed Rulemaking, CC Docket No. 96-98, Lr;
the Matter of Implementation of the Local Competition Provisions of the Telecommunications Act of 1996,
Rel. November 5, 1999.

A.

A.



Arizona Corporation Commis§li>n
Docket No. T-00000A-00L0194

Qwest Corporation
Direct Testimony of Teresa K. Million

Page 47, March 15, 2001

1 Yes. While individual nonrecurring UNE rates also exist for the elements that

2

3

make up the UNE platform, the one-time activities associated with the conversion

or connection of the UNE platform differ from the activities associated with

4 connection of each individual element.

5

Therefore, Qwest has developed

nonrecurring cost studies to reflect the specific activities and times related to

6 conversion and connection of UNE platforms. (See Exhibit TKM-03)

7
8

Q. PLEASE DESCRIBE THE
EXISTING SERVICES.

UNE-P POTS NONRECURRING COSTS FOR

9

10

11

12

13

The UNE~P POTS nonrecurring cost study identifies the nonrecurring costs that

Qwest incurs to convert an existing POTS service customer to UNE~P POTS.

The costs are identified separately for mechanized and manual orders, and

include the order-related costs incurred by the Interconnect Service Center (INC)

as detailed in the ENRC. (See Exhibit TKM-03)

14
15

Q. PLEASE DESCRIBE THE UNE-P POTS NONRECURRING COSTS FOR NEW
SERVICE.

16

17

18

19

20

A.

A.

A.

The UNE-P POTS nonrecurring cost study also identifies the nonrecurring costs

that Qwest incurs to provide new service via UNE-P to a CLEC. In this situation,

the customer location does not have existing service. The costs are identified

separately for mechanized and manual orders. These costs include the order-

related costs for activities performed by the Interconnect Service Center (INC)
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1

2

and the Loop Provisioning Center (LPC). These costs also include placing

jumpers in the central office and if necessary, dispatching field technicians.

3 Q. IS QWEST PRESENTING TELRIC STUDIES FOR HIGH CAPACITY LOOPS?

4

5

6

7

8

Yes. Qwest is presenting recurring and nonrecurring costs for high capacity

loops. High capacity loops include DS1 and DS3 capable loops. A DS1 capable

loop provides a digital transmission path from a network interface in a Qwest

serving wire center (SWC) to the network interface at the end user's designated

premises within the serving area of the SWC. A DS3 capable loop provides a

9 The

10

similar digital transmission path at a higher transmission rate than the DS1.

DS3 capable loop is configured as a channel on a fiber-based system. The

11

12

13

recurring costs associated with DS1 and DS3 capable loops are attached as part

of Exhibit TKM-07. The cost studies used to develop these costs develop

statewide average rates for DS1 and DS3 capable loops. The studies also

14

15

develop deaveraged rates for DS1 and DS3 capable loops based on the same

zones Qwest is proposing for the unbundled loop.

16

17

The nonrecurring costs for DS1 and DS3 capable loops are included in the

results summary of ENRC in Exhibit TKM-03.

18
19

Q.

A.

IS QWEST SUBMITTING RECURRING AND NONRECURRING COSTS FOR
SUBLOOP UNBUNDLING?
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1 Yes. Qwest is submitting recurring and nonrecurring costs for the distribution

2

3

4

subloop. Qwest proposes that subloop unbundling also be geographically

deaveraged on the same basis as the zones that will be established by the

Commission for UNE loops. The proposed prices for deaveraged subloops are

5 based on a calculation of the distribution portion of the loop investment on a "per

6

7

zone" basis. (See Exhibit TKM-08) The feeder subloop is calculated as the

difference between total loop investment and the distribution portion of the

8 investment. The nonrecurring costs for subloops are submitted as part of Exhibit

9 TKM-03.

10

.11

12

13

14

In addition, because it seems likely that a CLEC would want to purchase larger

increments of feeder capacity, Qwest has also developed a cost for DS1 capable

feeder. The DS1 capable feeder provides a digital transmission path from a

network interface in a Qwest SWC to the Field Connection Point (FCP). The cost

for DS1 capable feeder will be deaveraged, as well. (See Exhibit TKM-07)

15
16

Q. IS QWEST PRESENTING A SEPARATE TELRIC STUDY FOR BUILDING
CABLE?

17 Yes. Qwest believes that the building cable subloop is the element CLECs

18

19

appear most interested in. Thus, Qwest has extracted the cost of building cable

as a sub-element of the distribution subloop and has developed the cost for

20 The building cable product will be

21

A.

A.

building cable as a separate element.

prov ided on a "per  pa i l * '  basis  a t established Field Connection Point
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1

2

3

4

5

6

arrangements when the CLEC places outside plant to a building and wants

access to building cable through a building terminal. The building cable study

assumes that the CLEC or building owner will place, at its expense, a common

terminal or cross~connect facility that Qwest will jumper to the Qwest terminal

and building cable. The Building Cable cost study is included as part of the

subloop cost study in Exhibit TKM-08.

7

8

9

10

11

12

13

14

The rate for building cable will be an averaged per month, "per pail" rate rather

than a deaveraged subloop rate. In other words, Qwest proposes a single rate

for building cable that will apply across all of Arizona's three zones. This is

because the nature of building cable is such that its cost does not vary

geographically. The building cable rate does not include the cost of placing

jumpers between the CLEC-provided terminal and Qwest's terminal. That cost is

a part of the cost of a Field Connection Point. As discussed above, Qwest will

also offer other types of subloop and inside wire on a deaveraged basis

15 according to the geographically deaveraged zones.

16 Q. IS QWEST SUBMITTING TELRIC STUDIES FOR DARK FIBER?

17 Yes. Dark fiber consists of two types, loop dark fiber and interoffice dedicated

18

19

transport. Qwest has developed two separate cost structures for these two types

of dark fiber. (See Exhibit TKM-07) Costs for interoffice dark fiber are on a per-

20

A.

mile basis consistent with the way that dedicated interoffice transport is
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1 calculated. Costs for loop dark fiber are on a per-loop basis consistent with the

2 way that the loop is calculated. In other words, loop dark fiber has been

3 developed to mirror the way fiber would be found in a forward-looking loop. For

4

5

6

7

example, although fiber may exist anywhere in the loop and a CLEC may access

dark fiber at technically feasible points, in a forward-looking model, Qwest

considers only copper wire to be the least-cost, most efficient technology to use

within 12 kilofeet of the central office. Therefore, the Qwest model assumes a

8 12-kilofoot crossover point for fiber in the loop (i.e., copper up to 12 kilo feet, fiber

9 beyond 12 kilofeet).

10 The nonrecurring costs for dark fiber are included as part of Exhibit TKM-03.

11 Q. ARE YOU PRESENTING TELRIC STUDIES FOR VERTICAL FEATURES?

12 Yes.

13
14

Q. HAS THE ARIZONA COMMISSION PREVIOUSLY CONSIDERED QWEST OR
u s WEST'S COST STUDIES FOR VERTICAL FEATURES?

15 No. In its decision in the AT&T arbitration", the Commission found that vertical

16

17

18

A.

A.

features were not "services" as argued by U S WEST, but agreed with the FCC

that vertical features be included in the unbundled switching network element.

Neither U S WEST, nor other parties presented TELRIC studies for vertical
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1 features as separate UNEs, so the Commission has not considered costs for

2 vertical features as separate UNEs.

3
4

Q. WHAT IS THE FCC'S POSITION ON VERTICAL FEATURES AS SEPARATE
UNES?

5 In its First Report and Order,'8 the FCC stated that it declined at that time to

6 unbundle vertical features from local switching costs. However, the FCC

7

8

specifically permitted the state to investigate whether vertical features should be

made separate UNEs. Further, the FCC stated that it would "continue to review

9 and revise our rules in this area as necessary."

10
11

Q. HAVE THE COURTS RULED ON WHETHER VERTICAL FEATURES ARE
UNES?

12 Yes. The Eighth Circuit stated:

13

14

15

16

17

18

19

20

Our agreement with the FCC's determination that the Act broadly defines
the term "network element" leads us also to agree with the Commission's
conclusion that operator services, directory assistance, call l.D., call
forwarding, and call waiting are network elements that are subject to
unbundling....caller l.D., call waiting and call forwarding are vertical
"features" that are provided through the switching hardware and software
that are also used to transmit calls across phone lines. Thus, they qualify
as network elements as well.'9

17 In the Matter of the Petition of AT8=T CoMmunications of the Mountain States, Inc. for Arbitration of
Interconnection Rates, Terms, and Conditions with U S WEST Communications, inc., Pursuant to 47
U.S.C. § 252(b) of the Telecommunications Act of 1996, Docket No. U-2428-96-417, Docket No. E-1051 -
96-417, Decision No. 59915 at p. 11 issue 18, (Dec. 10, 1996).

la First Report and Order at 11414.

19 United States Court of Appeals for the Eighth Circuit, Iowa Utilities Board. v. FCC, 120 F.3d 753 (8"'
Circuit 1997) ("lowa Utils. I").

A.

A.
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1

2

Q. HAS THE FCC TAKEN A DIFFERENT VIEW OF VERTICAL FEATURES
SINCE ITS FIRST REPORT AND ORDER?

3

4

It is not entirely clear. In its decision denying Bell South's application for

interLATA services in Louisiana,2° the FCC stated that a BOC could not limit the

5 vertical features that a CLEC could order. Instead, a BOC "must activate any

6

7

8

vertical feature or combination of vertical features requested by a competing

carrier unless the BOC can demonstrate to the state commission, through clear

and convincing evidence, that activation of that particular combination of vertical

9

10

features is not technically feasible." This statement implies that the FCC requires

the BOCs to treat vertical features individually as separate elements.

11 On the other hand, the FCC confirmed, in the Third Report and Order, its

12

13

definition of local switching in the First Report and Order, noting that the"local

switching element includes all vertical features that the switch is capable of

14

15 This statement

16

17

18

providing, including customized routing functions, CLASS features, Centrex and

any technically feasible customized routing functions...."2'

implies that the FCC is adhering to the view that vertical features should not be

unbundled from switching. However, it would be inconsistent for the FCC to take

the position that vertical features must be treated as individual elements for

20 In the Matter of Application of BellSouth Corporation, Be//South Telecommunications, Inc., and
BellSouth Long Distance, Inc., for Provision of In-Region, InterLATA Services in Louisiana, CC Docket
No. 98~121, Memorandum Opinion and Order at 1] 219 (Rel. October 13, 1998).

21 /n the Matter of Implementation of the Local Competition Provisions in the Telecommunications Act of
1996, FCC 96-325, CC Docket No. 96-98, Third Report and Order at 1] 244, n. 475 (Rel. Nov. 5, 1999).

A.
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1

2

provisioning purposes, while at the same time continuing to treat their costs on a

bundled basis with switching costs.

3
4

Q. WHAT LOGICAL
POSITION?

CONCLUSION CAN BE DRAWN FROM THE FCC'S

5

6

7

8

9

10 features.

11

12

13

14

15

16

17

18

The FCC's First Report and Order considered vertical features as separate UNEs

but decided not to require that they be unbundled at that time. However, the

FCC allowed the states to unbundle vertical features into separate UNEs if they

chose do to so. The Eighth Circuit declared that vertical features qualified as

network elements. The FCC now appears to require unbundling of vertical

It is, therefore, logical to conclude that bundling is no longer

appropriate for vertical features and that they must be unbundled from the

switching element so that CLECs can purchase them on an individual or

combined basis. It is also logical to conclude that switching costs should be

reduced for these vertical features, (no longer include feature costs with

switching costs), and separate rates should be established for each feature to

allow the appropriate cost recovery. It would be illogical to conclude that CLECs

must pay switching rates that include the cost of vertical features if they intend to

activate vertical features on an individual basis.

19

20

21

A.

Since the Arizona Commission has been given the latitude to consider vertical

features as separate UNEs by the FCC, and because the FCC now requires

unbundling of the features, the Commission should consider Qwest's costs for
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1

2

vertical features and adopt separate rates to allow cost recovery on an

unbundled basis. Qwest includes a separate cost study for vertical features as

3 Exhibit TKM-09.

4 Q. ARE THERE OTHER COST DATA THAT YOU ARE FILING?

5

6

Yes. My testimony presents incremental cost data for the following additional

elements:

7
8

• Expanded Interconnection Channel

9

10

11

12

13

14

15

16

•

•

•

•

•

•

•

•

Local Interconnection Service
Termination (LIS-EICT)

Channel Regeneration

Access to Poles, Conduits and Rights of Way

Daily Usage Record File

Direct CLEC to CLEC Connections

Low Side Channelization

UCNAM

Category 11 Records

CLASS Call Trace

17 2. Other Stand Alone Cost Studies

18

19

Q. PLEASE DEFINE
TERMINATION.

AN EXPANDED INTERCONNECTION CHANNEL

20

21

A Local Interconnection Service Expanded Interconnection Channel Termination

(LIS-EICT), as defined in the testimony of Mr. Kennedy, is a DS1 or DS3

22

A.

A.

connection between the collocation termination and the Qwest network. This
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1 service is available only when a CLEC is collocated, and is utilizing local

2 interconnection service.

3 Q. WHAT COST ELEMENTS ARE INCLUDED IN THE LIS-EICT?

4

5

The LIS-EICT cost study includes the costs of: 1) the cable between two DSX

panels, 2) the connections at the DSX panels, and 3) regeneration.

6

7

The LIS-EICT recurring costs are estimated in the LIS-EICT cost study, the

The cost of LIS-EICT isresults of which are summarized in Exhibit TKM-10.

8

9

equal to the cost of an ITS, as presented in the Collocation Model, and channel

regeneration, based on the probability that regeneration will be required.

\

10

11

12

13

The CLEC may also obtain these elements separately on an unbundled basis by

simply purchasing an ITS. In this circumstance, channel regeneration is

available to the CLEC as an option. The optional channel regeneration costs are

presented in a separate cost study. (See Exhibit TKM-11)

14 Q. PLEASE BRIEFLY DESCRIBE THE LIS-EICT NONRECURRING COSTS.

15

16

17

The nonrecurring costs associated with the LIS-EICT are delineated in the

ENRC, the results of which are summarized in Exhibit TKM-03. The costs for

installing a LIS-EICT include Service Delivery Implementor time, along with the

18

A.

A.

cost to connect jumpers.
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1

2

Q. DOES THE SEPARATE COST STUDY FOR REGENERATION
BOTH RECURRING AND NONRECURRING COSTS?

INCLUDE

3

4

5

6

7

8

9

10

Yes. The separate study for channel regeneration estimates separate recurring

and nonrecurring costs. These costs are applicable when a CLEC chooses to

purchase regeneration as an option in conjunction with the ordering of UNEs or

interconnection services. For example, channel regeneration is available as a

part of the LIS-EICT service described above, or as an option when a CLEC

requests DS1 and DS3 capable loops. Regeneration is used to overcome signal

losses in wiring between electronic equipment within Qwest's central offices.

The signal losses are a function of cable gauge and length. (See Exhibit TKM-

11 11)

Q. HAS QWEST PREPARED A COST STUDY FOR THE USE OF QWEST poLEs
AND CONDUIT BY CLECS?

14

15

Yes. The Pole and Conduit Attachment rental study results are summarized in

These studies identify the

16

Exhibit TKM-12 and TKM-13 of my testimony.

recurring annual charges for the use of poles and conduit by CLECs.

17 Q. DO THESE STUDIES FOLLOW A TELRIC METHODOLOGY?

18

19

20

12

13

A.

A.

A. No. The Pole and Conduit Attachment costs are developed using a formula that

was defined by the FCC.22 The FCC's required methodology for poles and

conduit is not based on a forward-looking TELRIC costing approach, rather it is
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1 based on historical book costs.

2
3
4

Q. HAS QWEST PREPARED COST STUDIES T O IDENTIFY THE
NONRECURRING COSTS ASSOCIATED WITH CLEC POLE AND CONDUIT
INQUIRIES?

5

6

Yes. The nonrecurring costs associated with pole and conduit inquiry fees

include engineering time and are provided in the ENRC. (See Exhibit TKM-03)

7
8

Q. HAS QWEST PREPARED
RECORD FILE OFFERING?

A COST STUDY FOR THE DAILY USAGE

9 Yes. The results of this study are summarized in Exhibit TKM-t4.

10 Q. PLEASE BRIEFLY DESCRIBE THE DAILY USAGE RECORD FILE STUDY.

11

12

13 office measurement.

14

The Daily Usage Record File offering is defined in the testimony of Ms. Bro fl.

The cost per record includes the cost for assembly and editing, along with end

In addition, the cost per record includes the costs

associated with the development of the service, amortized over five years.

15 Q. PLEASE DESCRIBE DIRECT CLEC TO CLEC INTERCONNECTION.

16

17

Direct CLEC to CLEC Interconnection allows one CLEC to directly interconnect

with another CLEC within the same Qwest central office." CLEC to CLEC

A.

A.

A.

22 In the Matter of Amendment of Ru/es and Policies Governing Pole Attachments, CC Docket No. 97-98
(Rel. April s, 2000).

pa As described in the testimony of Mr. Kennedy, a CLEC can also order CLEC to CLEC cross
connections, using an intermediate distribution frame. This arrangement utilizes Interconnection Tie Pairs
(lips), the costs of which are part of the Collocation study.

A.
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1 connections are also available when a CLEC with multiple collocations within the

2 same off ice wishes to connect those col locations. CLEC to  CLEC

3

4

5

6

Interconnection may involve physical to physical, physical to virtual, or virtual to

virtual collocation. The types of CLEC to CLEC connections are described in the

testimony of Mr. Robert Kennedy. The differences between physical and virtual

collocation arrangements are also described in more detail in Mr. Kennedy's

7 testimony.

8
9

Q. HAS QWEST PREPARED A COST STUDY FOR DIRECT c§LEc TD CLEC
INTERCONNECTION?

10 Yes. Direct CLEC to CLEC interconnections will include both recurring and

11

12

nonrecurring costs. The cost study that I am sponsoring develops costs for the

following elements:

13

14

15

16

17

Quote Preparation Fee (nonrecurring)

Design Engineering and Installation (nonrecurring)

Cable Racking (recurring)

Virtual Connections (nonrecurring, if applicable)

Cable Hole - (nonrecurring, if applicable)

18 The results of the Direct CLEC to CLEC Interconnection study are included in

19 Exhibit TKM-15.

20
21

Q.

A.

HAS QWEST SUBMITTED A RECURRING STUDY
CHANNELIZATION CHANNEL PERFORMANCE?

FOR L o w S I D E
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1 Yes. Low Side Channelization provides transmission facilities between the

2

3

4

customer designated premises and the sewing wire center, the wire center

where the CLEC is collocated, or multiplexing equipment. These facilities are

available for Channel Performance. (See Exhibit TKM-16)

5
6

Q. HAS QWEST PREPARED A COST STUDY FOR UNBUNDLED CALLING
NAME (UCNAM) SERVICE?

7 Yes. UCNAM is a per query Switched Access Service. UCNAM allows a CLEC

8

9

to query Qwest's Line Information database and secure the listed name

information for the requested telephone number for its end users. (See Exhibit

10 TKM-17)

11 Q. PLEASE EXPLAIN WHAT ACATEGORY 11RECORD IS.

12 A.

13

14

15

16

Category 11 Records are messages that provide mechanized record formats that

can be used to exchange access usage information between Qwest and a CLEC.

The Category 11 cost study identifies the data transmission costs, assembly and

editing, and labor costs associated with producing each record. (See Exhibit

TKM-18)

Q. HAS QWEST SUBMITTED A COST STUDY FOR THE CLASS CALL TRACE
FEATURE?

19 Yes. CLASS Call Trace is submitted as a separate cost study. Call Trace allows

20

17

18

A.

A.

A.

customers to automatically trace the last incoming call. The central office
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1

2

3

switching feature investments for this feature, including processor time, memory

and hardware are obtained from the Switching Cost Model. The Call Trace cost

study presents costs on a per-call-traced basis. (See Exhibit TKM-19)

4
5

Q. WILL QWEST SPONSOR
COMPENSATION?

A TELRIC STUDY FOR INTER-CARRIER

6 No. As discussed in more detail  in the testimony of Dr. Taylor and Mr.

7

8

9

10

Brotherson, Qwest believes that decisions relating to inter-carrier compensation

should premised upon fact-based policy considerations and application of

applicable law. For this reason, Qwest is not filing a cost study relating to inter-

carrier compensation.

Q. HAS' QWEST PREPARED ANY OTHER TELRIC STUDIES FOR RECURRING
AND NONRECURRING UNE RATES?

13

14

Yes. Qwest has prepared TELRIC studies for the Customer Transfer Charge,

Line Sharing and Collocation as described in more detail below.

15

16

The recurring and nonrecurring costs for unbundled network elements not

addressed here will be filed in a subsequent phase of this proceeding.

17 C. Customer Transfer Charge

18

19

11

12

A.

Q.

A.

HAS QWEST CONDUCTED A NONRECURRING TELRIC STUDY FOR THE
CUSTOMER TRANSFER CHARGE?
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1 Yes. Pursuant to the remand of this issue to the Commission in U S WEST

2

3

4

5

6

7

8

Communications, Inc. v. Jennings, 46 F. Supp, ad 1004 (D. Ariz. 1999), Qwest

submits its nonrecurring costs underlying the Customer Transfer Charge (CTC).

The CTC study is cost-based and reflects the tasks Qwest must perform in the

Interconnection Service Center (INC) when an end-user customer switches from

one local carrier to another, including when the customer switches from Qwest to

another local carrier. Tasks performed include changing customer records to

reflect the change in Service Provider.

9 The nonrecurring costs for CTC are included as part of Exhibit TKM-03.

10 VIII. LINE SHARING

11 Q. WHAT IS LINE SHARING?

12

13

14

15

A.

A.

Line Sharing, which the FCC has defined as a UNE, involves the separate

provisioning of the high frequency portion of the unbundled loop. In its Line

Sharing Order, the FCC adopted "a requirement that incumbent LECs unbundle

the high frequency portion of the loop to permit competitive LECs to provide
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1

2

DSL-based services by sharing lines with the incumbent's voiceband

senices."24

3 Line Sharing is defined further in the testimony of Ms. Bro fl and Dr. Fitzsimmons.

4 A. TELRIC and Line Sharing

5 Q. WHAT TYPES OF COSTS ARE ASSOCIATED WITH LINE SHARING?

6

7

8

In its Line Sharing Order, the FCC identified "5 types of direct costs that an

incumbent LEC potentially could incur to provide access to line sharing: 1) loops,

2) OSS, 3) cross connects, 4) splitters, and 5) line conditioning."25

9 Q. HAS QWEST ESTIMATED THE COST TO INSTALL A SHARED LOOP?

10 Yes. The nonrecurring costs associated with the installation of a shared loop are

11 calculated in the ENRC, the results of which are summarized in Exhibit TKM-03.

12

13

The costs for installing a shared loop include order-processing costs at the INC,

along with the cost to connect jumpers in the central office.

Q. IS THE TELRIC METHODOLOGY HELPFUL IN DETERMINING A "COST"
FOR THE HIGH FREQUENCY PORTION OF THE LOOP?

14
15

24 In the Matters of Deployment of Wireline Services Offering Advanced Telecommunications Capability
and Implementation of the Loco/ Competition Provisions of the Telecommunications Act of 1996, CC
Docket Nos. 98-147 and 98-98, Third Report and Order in CC Docket No. 98-147 and Fourth Report and
Order in CC Docket No. 98-98 at 11136 (Rel. Dec. 9, 1999) ("Line Sharing Order*').

25 Line Sharing Order at 1] 136.

A.

A.
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1

2

3

4

5

6

No. Clearly, the high frequency portion of the loop is significantly different than

other UNEs in several respects. As noted by the .FCC, '° the TELRIC

methodology that the Commission adopted in the Local Competition First Report

and Order does not directly address this issue (line sharing)."26 The FCC's

original definition of TELRIC did not contemplate the idea that two separate

unbundled network elements would share a single physical item of the telephone

7 network i.e., that a loop would be divided into two pieces based on the

8

9

frequency spectrum used. TELRIC provides no guidance as to how costs can be

determined between the low and high frequencies of the loop.

10 Q. FROM A COST PERSPECTIVE, WHAT IS THE NATURE OF LINE SHARING?

11

12

13

14

The loop is a dedicated link to a customer. Line Sharing creates two links that

are dedicated to a customer - a high frequency link and a low frequency link.

This concept is described in-depth in the testimony of Dr. Fitzsimmons. There is

no TELRIC basis for determining the cost of the loop for these dedicated links.

15

16

17 shared loop costs."27

In its Line Sharing Order, the FCC concluded that it "must extend the TELRIC

methodology to this situation and adopt a reasonable method for dividing the

However, TELRIC provides no method for such division of

18 costs. Thus, we are left with the issue of how to determine the cost of the high

19 and low frequency portions of the loop.

26 Line Sharing Order at n 138.

A.

A.
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1

2

Q. IF TELRIC CANNOT PROVIDE AN ANSWER, HOW SHOULD THE HIGH
FREQUENCY PORTION OF THE LOOP BE PRICED?

3

4

5

6

7

To the extent possible, the high frequency portion of the loop should be priced in

a manner that encourages the market to act in an efficient manner. For example,

the price should encourage rational decisions by CLECs as to whether they

should lease or construct facilities. The testimony of Dr. Fitzsimmons and Ms.

Bro fl provide a further discussion of the appropriate approach to pricing the high

8 frequency portion of the loop.

9 B. Line Sharing Price and Imputation

Q. DID THE FCC ADOPT A METHOD OF DIVIDING THE SHARED LOOP
COSTS?

12

13

14

15

16

17

18

19

No. However, the FCC discussed principles for pricing the high frequency

portion of the loop in its Line Sharing Order. As noted above, the FCC stated

that "we must extend the TELRIC methodology to this situation and adopt a

reasonable method for dividing the shared loopcosts."28 (Emphasis added). The

FCC also concluded that state commissions may "require that incumbent LECs

chargeno more to Competitive Local Exchange Carriers (CLECs) for access to

shared local loops than the amount of loop costs the incumbent LEC allocated to

ADSL services when it established its interstate retail rates for those senices."29

10
11

27 Line Sharing Order at 1] 138.

be Line Sharing Order at 'll 138.

29 Line Sharing Order at 'll 139.

A.

A.
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1

2

3 1/30

4

5

(Emphasis added). The FCC noted that this is a "straightforward and practical

approach for establishing rates" and that "this approach was recently approved

by the Minnesota PUC. The FCC Line Sharing Order, at footnote 326, quotes

the Minnesota Commission: "Specifically, the Minnesota PUC held that it was

'not presently concerned with how [Qwest] resolves the pricing issue, so long as

6 the Company charges data CLECs the same loop rate that the Company

7 presently imputes to its own DSL services'. Sc

8

9

10

11

12 price.

13

14

15

The intent of the FCC is not entirely clear. The FCC did not defiNe a "method for

dividing the shared loop costs". Rather, the FCC provided "guidance to assist in

pricing". Paragraph 139 says nothing about "a reasonable method for dividing

the shared loop costs", it talks about the amount that can be "charged". This

implies guidance by the FCC, not on dividing cost, but on Thus, the

FCC's guidance suggests that the proper line sharing price could be an amount

no more than the loop cost that was "imputed' by the incumbent local exchange

carrier (LEC) in its interstate DSL service cost filing.

16

17

18

Qwest interprets the FCC's order as suggesting that an imputation analysis

should be performed to prevent the possibility of a price squeeze for DSL

offerings. As I will describe below, the charges proposed by Qwest for the high

so Line Sharing Crder at 1] 139.
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1

2

frequency portion of the loop are consistent with the "imputation" standard

referenced by the FCC for Qwest's own DSL service.

3
4

Q. DID QWEST CALCULATE THE COST OF ITS INTERSTATE DSL SERVICE IN
A MANNER CONSISTENT WITH THE FCC'S PRICING GUIDELINES?

5 Yes. The FCC states in its Line Sharing Order, "Under the price cap rules for

6

7

8 incremental costs."

9

10

11

new access services, the recurring charges for such services may not be set

below the direct costs of providing the service, which are comparable to

Qwest complied with the FCC rules in this regard and filed

only the direct costs of its DSL service. The direct costs of the DSL service do

not include costs for the loop because the loop is not a direct cost of the

S€WlC€.31

12

13

14

Q. HAS QWEST EMPLOYED A METHOD TO IMPUTE THE PROPOSED PRICE
OF THE HIGH FREQUENCY PORTION OF THE LOOP TO ITS INTERSTATE
DSL SERVICE?

15 Yes. While the direct costs for interstate DSL service do not include any

16 allocation of loop costs, Qwest's $29.95 price for DSL service does

17

18

accommodate an imputation of the Drice for the high frequency portion of the

loop as I discuss later in my testimony. Imputations are normally accomplished

31 The FCC's rules do not allow the incumbent LECs to file allocations of purported joint or shared costs in
their cost filings. So not only did the FCC know that no loop costs were contained in the interstate DSL
filings, but it also knew that to make any allocation of the loop would violate its rules and therefore the
filing would be rejected. This provides additional support for the conclusion that the FCC was providing
pricing guidance based on price, not a "dividing of cost."

A.

A.
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1 in a secondary computation that is independent from the direct cost price floor

2 demonstration.

3 Q. WHAT IS THE PURPOSE OF AN IMPUTATION?

4

5

6

7

8

9

10

11

12

imputation is normally used as a mechanism to prevent a "price squeeze." For

example, in some state jurisdictions Qwest has occasionally been required to

impute access charges into its price floor for toll service to preclude the

possibility of toll prices that would result in what has been termed a "price

squeeze". In this instance, the imputation study is performed in order to

demonstrate that the proposed toll price exceeds a combination of "bottleneck"

access charge rates that Qwest's toll competitors could be required to purchase

from Qwest, plus the TSLRIC for other elements. The separate imputation study

results are used as a price floor for "price squeeze" purposes.

13

14

15

16

While states have sometimes required imputation, the FCC has never required

imputation studies to be filed under its Price Cap rules for new service offerings.

For this reason, Qwest did not file an imputation study with its interstate DSL

filirlg.33

17

18

Q. DID THE FCC DISCUSS THE ISSUE OF A
CONTEXT OF LINE SHARING?

"PRICE SQUEEZE" IN THE

A.

32 Of course, Qwest must still assure that its proposed toll prices also exceed direct costs (TSLRIC) in
order to avoid the service being subsidized.

as Evidence of the secondary "price squeeze" calculation is found in the FCC'S Order in CC Docket No.
98-79, Released Oct. so, 1998, at 30-32, (ordering that GTE's DSL service was an interstate service).
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1 Yes. The FCC provided a guideline for charges associated with the use of the

2 loop in line sharing. The FCC stated that any charge should not be greater than

3 the amount attributed to the DSL service, which would help eliminate the

4

5

6

7

8

9

10

11

12

13

potential for a price squeeze. The FCC discussed the potential for a price

squeeze if the price of an incumbent LEC's DSL service was less than the

amount a competitor would pay the incumbent LEC for the data spectrum of the

loop plus the costs the competitor incurs to provide the service. By restricting the

UNE amount charged for the higher spectrum of the loop to the level of loop cost

implicit in the ALEC's retail DSL rate, the FCC concluded that any potential price

squeeze is avoided. With the FCC's reference to both the direct cost rule and

the issue of a price squeeze, i t  is clear that an approach of using two

independent calculations is consistent with standard regulatory practice and the

Line Sharing Order.

14 Q. IS QWEST PROPOSING A RATE FOR THE LINE SHARING UNE?

15

16

Yes. The proposed charge for the high frequency portion of the unbundled loop

is $5, as discussed in the testimony of Ms. Barbara Bro fl.

17

18

19

20

Q. IF QWEST WERE TO PERFORM AN IMPUTATION CALCULATION RELATED
TO ITS DSL SERVICE OFFERING, WOULD IT PASS AN IMPUTATION TEST
THAT INCLUDES THE IMPUTED PRICE FOR THE HIGH FREQUENCY
PORTION OF THE LOOP?

21 A.

22

A.

A.

Yes. The $29.95 retail price for Qwest's DSL offering is at a level that exceeds

the service's direct costs pusan imputation of the proposed line sharing UNE
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1

2

rate.34 This demonstrates that the line sharing UNE charge proposed by Qwest

for the use of the high-frequency portion of the loop meets the FCC's guideline.

3 c. Line Sharing and Collocation

4
5

Q. HAS QWEST PREPARED A COST STUDY THAT IDENTIFIES
COLLOCATION COSTS ASSOCIATED WITH LINE SHARING?

THE

6 Yes. The Qwest Line Sharing Collocation cost study results are summarized in

7

8

9

Exhibit TKM-04. This study identifies the costs associated with three basic line

sharing collocation options.35 These options relate to the configuration of the

splitter and associated cabling (cross connects). Briefly, these configurations

10 are :

11 • Splitter in a common area relay rack or bay,

12 • Splitter mounted on an Intermediate Distribution Frame,

13 • Splitter mounted on a Main Distribution Frame.

14

15

16

In the Qwest Line Sharing Collocation study, the costs for each configuration

include the cost of engineering, plus the applicable block and cabling costs. In

each case, the costs do not include the costs for the splitter itself. Costs for the

34 While the $29.95 service is used in the example, the $19.95 rate would also pass the same imputation
test.

as A fourth alterative exists where the CLEC locates the splitter in its collocation area. With this
alternative the CLEC would utilize lips to and from its collocation area and Qwest would not incur
additional collocation costs.

A.
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1

2

block and cabling are presented as a cost per 100 lines, while the engineering

costs are presented on a per order basis.

3

4

5

I will briefly describe the collocation cost study below. Please refer to the

testimony of Mr. James Overton for a detailed description of the line sharing

collocation elements.

6 Q. PLEASE BRIEFLY DESCRIBE THE ENGINEERING COSTS.

7 The engineering costs include the cost to engineer a collocation job. These

8 costs are based on 20 hours of engineering time, as described in the testimony

9 of Mr. Overton, and are the same regardless of the line sharing option chosen.

10

11

That is, each CLEC ordering collocation for line sharing would be charged for the

recovery of this cost, regardless of which of the three options are chosen.

12 Q. PLEASE BRIEFLY DESCRIBE THE FIRST COLLOCATION OPTION.

13 The first option assumes that the splitter is located in a common area on a splitter

14 bay. This option requires costs with three principal cost components:

15

16

1. Splitter bay shelf - This includes the network bay, aerial support and cable

racking at the common splitter location.

17 Cable from splitter to CLEC There are two sub-options, based on the

18

A.

A.

2.

CLEC's cabling (cross-connect) needs. The splitter can be connected via a
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1

2

3

4

5

6

7

data cable directly to the CLEC's collocation area, or it may be connected to

the 410 block on the intermediate distribution frame (IF). This option may

be chosen if the CLEC has existing but unutilized tie cabling (terminations)

between the intermediate frame and the collocation area. In this case, those

connections can be used for the line sharing connections without the ordering

of additional connections from Qwest. If the splitter is connected to the 410

block, the costs include the costs associated with tying the cable to the block,

8 etc. These arrangements are depicted in the diagrams on page 9 of 29 in

9 Exhibit TKM-04.

10

11

12

13

3. Cable from splitter to IF - This includes the cost of the two cables (voice

and voice/data) connecting the splitter with the IF. It includes cable and

block expenses, as depicted in the diagram at the bottom of page 9 of 29 in

Exhibit TKM-04.

14

15

16

With either version of this option, the CLEC would also need to purchase

Interconnection Tie Pairs (liPs) to connect the IF to the Main Distribution

Frame (MDF), as depicted in the third diagram on page 9 of 29 in Exhibit TKM-

17 04.

18 Q. PLEASE BRIEFLY DESCRIBE THE SECOND COLLOCATION OPTION.

19

20

A. With the second option, the splitter is located on the IF. The CLEC may either

connect via a data cable directly between the splitter and the CLEC collocation
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1 area or it may connect via a data cable to the 410 block on the IF. The

2

3

4

5

6

connection direct to the collocation area includes costs to mount the splitter block

and the cost of the cable between the splitter and the CLEC collocation area.

The connection to the IF includes costs to mount the splitter block, the cost of

the cable between the splitter and the 410 block, and the cost to tie the cable to

the 410 block. This option is depicted on page 10 of 29 in Exhibit TKM-04.

7

8

With Option 2, the CLEC would also need to purchase ImPs to connect the IF to

the MDF, as depicted in the diagram on page 10 of 29 in Exhibit TKM-04.

9 Q. PLEASE BRIEFLY DESCRIBE THE THIRD COLLOCATION OPTION.

10

11

With the third option, the splitter is located on the MDF. The CLEC may either

connect via a data cable directly between the splitter and the CLEC collocation

12 area or it may connect via a data cable to the 410 block on the MDF. The

13

14

15

16

17

connection direct to the collocation area includes costs to mount the splitter block

and the cost of the cable between the splitter and the CLEC collocation area.

The alternative includes costs to mount the splitter block, the cost of the cable

between the splitter and the 410 block, and the cost to tie the cable to the 410

block. This option is depicted on page 11 of 29 in Exhibit TKM-04.

18

19

A.

With either of these options, the CLEC would not need to purchase ImPs, since

there is no connection between the MDF and the IF.
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1

2

Q. DOES THE FCC DISCUSS THE TYPES OF SPLITTER CONNECTIONS
DESCRIBED ABOVE IN ITS LINE SHARING ORDER?

3 A. Yes. The FCC discusses the architecture for the connections to and from the

4 splitters. The FCC described two common approaches:

5

6

7

8

9

10

11

12

The first approach is to cable the high frequency band directly to the
DSLAM, and the second is to cable it to another MDF location (or to an
intermediate distribution frame (IF) location), and then on to the
DSLAM. The second approach facilitates easy customer moves and
changes as well as changes in the customer's service providers and
services. In this situation, the splitter has three connections to the MDF
- one to terminate the loop, a second to terminate the voiceband signal
and a third to tem'iinate the high frequency loop spectrum.. 36

13

14

Q. PLEASE DESCRIBE THE FCC'S GUIDELINES FDR COSTS RELATED TO
THE VOICE/DSL SPLITTERS.

15

16

17

18

19

20

21

22

The FCC determined that LECs must either provide splitters on behalf of the

CLECs or allow CLECs to purchase comparable splitters. Thus, when Qwest

constructs the splitter bay for the CLEC, the FCC allows Qwest to acquire the

splitter on behalf of the CLEC and pass-through a charge to the CLEC equal to

the cost of the splitter, plus the cost to construct the bay and supporting

structure. The costs displayed in Exhibit TKM-04, for the three options discussed

above, 4 include the cost at the splitter. The charge for the splitter is

determined separately, if and only if, Qwest acquires the splitter on behalf of the

23 CLEC. If it desires, the CLEC can choose to purchase the splitter itself, and

24 provide it to Qwest for installation. Where the splitter is in the CLEC's collocation

as Line Sharing Order at 'Tm 104 and 105.

A.



Arizona Corporation Commis8ibn
Docket No. T-00000A-00-0194

Qwest Corporation
Direct Testimony of Teresa K. Million

Page 75, March 15, 2001

1

2

space (the fourth alterative), the CLEC would purchase and install the splitter

itself.

3
4

Q. ARE THE DESIGNS PROPOSED BY QWEST CONSISTENT WITH THESE
FCC REQUIREMENTS?

5 Yes.

6

7

The Qwest proposal provides CLECs with several options, and is

consistent with the FCC's description of how splitter connections should be

treated in a line sharing environment.

8 D. Line Sharing and Operational Support Systems

9
10

Q. WHAT OPERATIONAL SUPPORT SYSTEMS COSTS DOES QWEST SEEK
TO RECOVER IN THIS PROCEEDING?

11

12

13

14

15

16

17

18

As a component of the monthly charge for the line sharing UNE, Qwest seeks to

recover the Operational Support Systems (OSS) costs related to implementing

line sharing, as authorized by the FCC in its Line Sharing Order." The OSS

costs Qwest seeks to recover have two components. The first component is the

cost for modifications to internal systems maintained by Qwest and is estimated

to be $870,720. These costs are described more fully in the testimony of Ms.

Renee Albersheim. The second component is the direct expense that Qwest has

incurred with its outside vendors to modify the many legacy systems impacted by

av At Tl 144 of the Line Sharing Order, the FCC stated, "We find that incumbent LECs should recover in
their line sharing charges those reasonable incremental costs of OSS modification that are caused by the
obligation to provide line sharing as an unbundled network element."

A.

A.

1 1
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1

2

the requirement to provide line sharing. Also described in detail by Ms.

Albersheim, these costs include a bid of $11 .9 million from Telcordia for systems

3

4

5

modification and $56,000 for project management provided by another company.

Because Qwest's OSS function on a company-wide basis and support the entire

14-state region, these costs are incurred at a corporate level rather than a state

6 level. Therefore, the OSS study for line sharing and the resulting OSS rate is

7 determined on a total company basis using total company demand for shared

8 lines. CLECs competing in Arizona will pay their share of these costs on the

9 basis of the number of lines actually shared in the state.

10

11

Please see the Line Sharing OSS cost study (Exhibit TKM-05) to review

documentation of the calculation of the proposed OSS rate associated with line

12 shaNg.

Q. IS QWEST ENTITLED TO RECOVER OSS COSTS RELATED TO THE LINE
SHARING UNE?

15 Yes. The FCC has stated that ILE Cs must modify their operating support

16

17

systems that are required for preordering, ordering, provisioning, repair and

maintenance, and billing. The FCC also stated:38

18
19
20

There is no dispute either that incumbent LECs will need to modify their
OSS systems somewhat in order to implement line sharing, or that they
will incur costs in doing so. The question here is what the incumbent

13

14

A.

so Line Sharing Order at 1] 142.
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1

2

LECs should be permitted to charge competitive LECs for those required
modifications.

3

4

It is clear, therefore, the FCC intended that ILE Cs be allowed to recover the

additional costs for OSS related to the line sharing UNE.

5
6
7

Q. ISN'T IT TRUE THAT THE COST TO MODIFY OSS SHOULD BE RELATIVELY
MODEST BECAUSE ILECS HAVE "ALREADY MODIFIED THEIR OSS
SYSTEMS TO ACCOMMODATE THEIR OWN XDSL pR0DUCTS___"?39

8 No. The FCC was incorrect when it concluded that an ALEC's systems

9

10

11

12

13

14

15

16

17

18

19

20

modifications for its own DSL products would lessen the costs to modify its OSS

for line sharing. As described in detail in Ms. AIbersheim's testimony, line

sharing creates very di fferent requirements than those Qwest has for

provisioning DSL service on its own loops. When Qwest provides DSL to its

customer, there are two services being provided, but there is still only one

service provider and one end-user customer. In the case of line sharing, there

are two unrelated service providers (i.e., Qwest and the CLEC) and two

customers (i.e., the end-user customer and the CLEC). Qwest's systems were

not originally designed for multiple local service providers and multiple customers

for a single loop. Thus, the OSS modifications necessary for Qwest to be able to

accommodate line sharing for the CLECs are independent of modifications it has

made to meet its own needs as a single provider of multiple services.

as Line Sharing Order at 1] 127.

A.
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1

2

3

4

5

6

7

Even when the DSL services are provided by a Qwest affiliate, as part of the

corporate family, common systems are used to track the network and provision

service for the customer. Qwest then bills the affiliate pursuant to the FCC's

Affiliate Transactions rules under Part 32 for the services (including systems) that

it provides to the affiliate. If the affiliate requires any modifications to Qwest

systems to meet its own needs it pays for those modifications separately, up

front.

8
9

Q. WHAT `RATE DOES OWEST PROPOSE TO USE FOR RECOVERY OF ITS
LINE SHARING OSS COSTS?

10

11

12

13

Qwest proposes that the OSS costs for line sharing be recovered through a

recurring monthly rate of $3.20 per line for each line that is shared with a CLEC.

This approach to recovery of the OSS costs is based on guidance from the FCC

at paragraph 144 of the Line Sharing Order:

14
15
16
17
18
19
20
21
22
23
24
25

We find that incumbent LECs should recover in their line sharing charges
those reasonable incremental costs of OSS modification that are caused
by the obligation to provide line sharing as an unbundled network element.
We believe that this guideline is consistent with the principle set forth in
the Loca/ Competition First Report and Order and incumbent LECs cannot
recover nonrecurring costs twice. We also reaffirm the conclusions in the
Loco/ Competition First Report and Order, that the states may require
incumbent LECs in an arbitrated agreement to recover such nonrecurring
costs such as these incremental OSS modification costs through recurring
charges over a reasonable period of time, and that nonrecurring charges
must be imposed in an equitable manner among entrants. [Footnotes
omitted].

26
27

Q.

A.

WHY DID THE FCC SUGGEST RECURRING RATES TO RECOVER up-
FRONT COSTS FOR THE LINE SHARING OSS?
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1 The FCC cited estimates from the lLECs that ranged from three million to

2 hundreds of millions of dollars as the costs to modify OSS for line sharing. It is

3 likely that the FCC recognized that because of the large amount of cost required

4

5

6

for such modifications, up-front recovery of these costs could discourage line

sharing. To remedy the problem, the FCC suggestion allows recurring rates to

distribute the cost over "a reasonable period of time."

7
8

Q. DOES THE USE OF RECURRING RATES FOR RECOVERY OF AN up-
FRONT COST CREATE ANY SPECIAL ISSUES?

9 Yes. First, the "reasonable period of time" has to be determined. Basic financial

10

11

tenets would imply a recovery period that corresponds to the estimated life of line

sharing. This would mean that a reasonable period would be an estimate of the

12 useful life of line sharing Qwest providing the voice service and the CLEC

13

14

providing the DSL service. Although Qwest has requested such data from the

CLECs in other jurisdictions and will attempt to obtain -information in this

15

16

17

proceeding, it has not received sufficient information to make such a projection

based on CLEC input. Therefore, Qwest has estimated the useful life of OSS for

line sharing based on the depreciation life of the underlying asset. in this case,

18 the underlying assets are the computers that make up Qwest's OSS. These

19

20

OSS assets reside in account 2124, General Purpose Computers, an account

which the Arizona Commission has determined has an estimated depreciation

21

22

A.

A.

life of five years. Thus, it is Qwest's position that it is appropriate to use a five-

year useful life for calculating the cost of line sharing OSS. In addition, in today's
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1

2

rapidly changing technological environment, it is difficult to envision a useful life

for a given technical solution that extends beyond five years.

3

4

5

The second issue is the demand over which the rate will be applied, for example,

per line per month. In order to properly develop a recurring rate that will come

reasonably close to recovering the cost, an estimate of the number of lines to be

6

7

shared is required. This information was also requested from the DSL providers

in other jurisdictions, but Qwest has not received this data either. As indicated by

8

9

10

11

12

13

14

the requests for information, Qwest would prefer to have the CLECs' projections

to use as inputs for estimating the rate for recovery of the OSS costs. Without

alternative data, Qwest used the best information available to estimate demand,

including an amount for potential chum. Projections were made of the number of

lines to be shared for the first two years and trends were developed from this

information for five. years. Qwest is willing to consider alternative inputs if the

CLECs have information that they would be willing to provide.

15 IX. COLLOCATION

16

17

Q. WHY IS IT APPROPRIATE FOR QWEST TO FILE ITS COLLOCATION STUDY
IN THIS PHASE OF THE PROCEEDING?

18

19

A. Qwest is filing a Collocation study in this phase for two reasons. First, the FCC

has issued its Advanced Services Order strengthening the collocation rules and
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1

2

3

4

5

addressing new requirements for collocation.4° Similar to the UNE Remand

Order, Qwest is faced with new collocation elements and new configurations of

existing elements. As a result, Qwest now offers careless collocation as an

option, as well as a standard design and price for both caged and careless

collocation. The standard price includes common designs for elements such as

6 cable racking, power, or number of bays. However, the new approach also

7

8

9

allows CLECs the flexibility to make specific changes that "customize" the

collocation to fit their needs, again at pre-determined prices, thus eliminating the

requirement for individual Case Basis (ICE) pricing.

10

11

12

13

14

Second, Qwest is also filing its Line Sharing study in this phase of the docket.

The Commission in its Procedural Order, issued August 21, 2000, stated that

issues associated with line sharing should be addressed. The Line Sharing cost

study is primari ly focused on the col location elements associated with

provisioning the line sharing capability at the central office, including splitter

15 equipment described in Mr. Overton's testimony. Since the l ine sharing

16 collocation elements are based on Qwest's latest Collocation cost study, it makes

17 sense to address those elements concurrently.

18 Q. WHAT COST DATA IS PROVIDED IN THE COLLOCATION MODEL?

40 in the Matters of Deployment of Wire/ine Services Offering Advanced Telecommunications Capability
CC Docket No. 98-147, Third Report and Order (Rel. March 31, 1999) ("Advanced Services Order").
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1

2

The Collocation Model provides cost data for caged, careless and virtual

collocation, and includes TELRIC data for the following collocation elements:

3 Standard Collocation:

4

5

6

7

8

9

•

•

•

•

•

•

Terminations

Collocation Entrance Facility

Cable Splicing

Power Usage

Security

Interconnection Tie Pairs (liPs)

10 Cageless Collocation:

11

12

13

14

•

•

•

•

Space Construction

DC Power Cable

Space Rent

Quote Preparation Fee (QPF)

15 Caged Collocation:

16

17

18

19

20

•

•

•

•

•

Space Construction

DC Power Cable

Grounding

Space Rent

Quote Preparation Fee (QPF)

21

A.

Virtual Collocatiora:
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1

2

3

•

•

•

Equipment Bay

Labor

Quote Preparation Fee (QPF)

4

5

The Collocation Model summary of results is included as Exhibit TKM-06 of my

testimony. Please refer to the testimony of Mr. Robert Kennedy for a description

6 of these collocation elements.

7
8

Q. HAVE you PROVIDED SCHEMATIC
VARIOUS COLLOCATION ELEMENTS?

DIAGRAMS THAT DEPICT THE

9

10

11

12

Yes. Exhibit TKM-06A contains several schematic diagrams that depict the

collocation cost elements. Page 1 of this exhibit provides a diagram that shows

the overall collocation configuration, while pages 3 through 6 provide more

detailed diagrams for power plant, entrance facility, space construction and

13 terminations.

14
15

Q. DOES THE COLLOCATION
NONRECURRING COSTS?

MODEL CALCULATE RECURRING AND

16 and

17

Yes. The Collocation Model calculates the forward-looking recurring

nonrecurring incremental costs for the collocation elements listed above. The

18

19

20

21

A.

A.

nonrecurring costs include the cost of installing equipment on the CLEC side of

the demarcation point. This equipment is dedicated to CLECs and is not shared

with Qwest. The nonrecurring cost elements include: Terminations, the Entrance

Facility, Fiber Cable Splicing, Backup AC Power Cable, Space Construction



Arizona Corporation Commis9ibn
Docket No. T-00000A-00-0194

Qwest Corporation
Direct Testimony of Teresa K. Million

Page 84, March 15, 2001

1

2

(including DC power cables), Construction of Additional Bays (Cageless) and

Grounding (Caged).

3

4

5

6

7

8

9

Recurring elements include the small ongoing costs associated with maintaining

the collocation equipment that is dedicated to CLECs (e.g., Terminations, Power

Cables, Space Construction), along with the investment~related costs associated

with equipment that is shared between CLECs and Qwest. Recurring elements

also include: DC Power Plant, AC Power Feed Usage, Security Cards, Central

Office Synchronization, Interconnection Tie Pair (ITs), Space Rent, Grounding

(Caged), and Equipment Bay (Virtual).

10
11
12

Q. IS THE TREATMENT OF RECURRING AND NONRECURRING cosTs IN THE
COLLOCATION MODEL CONSISTENT WITH THE FCC'S COLLOCATION
PRINCIPLES?

13

14

15

Yes. In its Second Report and Order in CC Docket No. 93-162, regarding pricing

for collocation, the FCC set out principles for determining whether a cost should

be recovered through a nonrecurring charge. In Paragraph 32 of that order the

16 FCC states:

17
18
19
20
21
22
23
24
25

A.

While carriers typically recover investment costs through recurring charges,
we find that it is not unreasonable for LECs to assess nonrecurring charges to
recover the cost of equipment. Inasmuch as physical collocation is a new
sewioe, LECs may have difficulty projecting either the length of time that
equipment wil l  be used by an interconnector or the useful l i fe of that
equipment for depreciation purposes. When a LEC imposes a recurring
charge to recover the depreciation of an asset over time, overestimating the
life of the equipment or the length of time that an interconnector would use
the equipment could prevent the LEC from recovering the total cost of its
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1

2

3

investment. We will not, however, permit LECs to recover initially an amount
greater than the total installed cost of the equipment, plus a reasonable
overhead loading.

4 The FCC went on to say in paragraph 33:

5
6
7
8
9

10
11
12

We do not agree with ALTS' position that nonrecurring charges developed in
confom'lance with these requirements constitute a barrier to entry. To the
extent that the equipment needed for expanded interconnection service is
dedicated to a particular interconnector, we believe that requiring that
interconnector to pay the full cost of the equipment up front is reasonable
because LECs should not be forced to underwrite the risk of investing in
equipment dedicated to the interconnectors use, regardless of whether the
equipment is reusable....

13

14

15

16

17

18

19

It is clear from these ordering paragraphs that the FCC recognizes that LECs

should not be held accountable for underwriting all the risk of building an

interconnector's network. The FCC established the costing principle that the cost

of facilities constructed solely for the provisioning of collocation (i.e. dedicated to

collocation) can be recovered through nonrecurring, up-front charges. In fact, the

order goes so far as to imply anything else would result in an unreasonable

transfer of the risk of constructing a CLEC network to the ALEC that is providing

20 collocation.

21

22

The 1996 Telecommunications Act was designed to give

competitors access to critical network elements that were currently owned by the

ILE Cs. This access to elements was considered critical to meeting the

23

24

25

competitive objectives of the Act. Nowhere in the Act did Congress decide that it

was also the ILEC responsibility to finance a co-provider's entry into the market.

Such a requirement would be unreasonable and discriminatory.
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1

2

Q. PLEASE EXPLAIN How THE DIRECT coLLocATion
DEVELOPED IN THE COLLOCATION MODEL.

cosTs ARE

3 The direct costs for the bulk of the collocation cost elements are calculated

4

5

6

based on inputs derived from an analysis of the cost of actual collocation jobs in

Qwest central offices. In this analysis, Qwest analyzed every item that was

purchased and installed for a sample of collocation jobs. The invoices were

7 analyzed through a multi-step process as follows:

8 1. Each item of material that was billed to each job was entered into a database,

9

10

11

2. Each item of material was classified into cost categories that represent the

various components of collocation (i.e. cable racking, power cable, support

structure, etc.),

12

13

14

s. The costs for placing each component of a collocation job were calculated

using standard contract labor costs along with the number of units being

placed on each job, as determined from the invoices,

15 4. The calculated labor costs were compared to the actual invoiced labor

16 charges to determine that they were reasonable,

17 5. The labor costs were added to the material costs to determine the total cost

18

A.

for each component of the job,
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1 6. The cost for each component was assigned to each of the appropriate

2 collocation rate elements,

3

4

5

7. The collocation rate element were designated as being recoverable through a

one-time nonrecurring charge or a monthly recurring charge, based on the

criteria discussed above,

6

7

8. Nonrecurring cost elements that are shared among collocators were prorated

based on the usethe anticipated number of CLECs that would participate in

8 of those facilities,

9

10

9. The results of the analysis were used as inputs to the Collocation Model to

develop the direct costs associated with each collocation element.

Q. WHAT TYPES
SAMPLE?

OF COLLOCATION JOBS WERE INCLUDED IN THE

13

14

15

16

The sample included only careless collocation jobs. Once the analysis of

careless costs was completed, the assumptions were revised and the missing

elements were added to derive a standard cost for a caged collocation job.

Wherever possible, actual caged collocation data was used in revising the

17

18

11

12

A.

assumptions or estimating the cost for those components of a caged collocation

job (e.g., thecost of the cage)which are not found in careless collocation jobs.
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1

2

Q. HOW DID QWEST TAKE INTO ACCOUNT THE COST
BETWEEN CAGELESS AND CAGED COLLOCATION?

DIFFERENCES

3

4

5

6

7

A team of experts with experience in the development, construction and cost

analysis of collocation activities reviewed the assumptions used in the careless

cost study and agreed upon revisions to distances and other inputs that would

more appropriately reflect a standard caged collocation environment. In addition,

items such as the cost of the cage and grounding were included in the caged

8 collocation cost study.

9
10

Q. HOW DID QWEST IDENTIFY THE JOBS THAT WERE TO BE INCLUDED IN
THE COLLOCATION ANALYSIS?

11

12

13

14

15

16

17

18

19

20

21

A.

A.

Qwest analyzed all careless collocation jobs that were constructed prior to May

of 1999. In total, 96 jobs were originally identified as meeting these criteria.

Nineteen of the jobs identified were augments of existing jobs and were

eliminated from the sample. All the receipts for the remaining 77 collocation jobs

were then collected. In certain instances, there is a significant lag between the

completion of the job and the receipt of the vendor billing for that job. To

determine if the company had received the contractor billing for all the work

performed on a specific job, the receipts for each job were compared to the

authorized purchase orders for those jobs. If this comparison showed that the

billing for virtually all the contracted construction had been received, the job was

retained in the sample. Jobs with greater than 10% of the total billing still
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1

2

outstanding were removed from the sample. Of the 77 jobs, the billing on 41 jobs

was sufficiently complete to use in the analysis.

3
4
5

Q. IN THE FIRST STEP
ITEMS
COMPANY ENTER INTO THE DATABASE?

IDENTIFIED ABOVE, you NOTED THAT MATERIAL
WERE ENTERED INTO A DATABASE. WHAT DATA DID THE

6

7

8

9

10

11

12

13

For each job, the database contains the type of material purchased, the quantity

purchased, the purchase price and the standard contracted labor rates for

placing the facility. In Step 2, each item or group of items was then categorized

into groups that represent the various components of a collocation installation.

For example, all the material items, such as cable, fuses, and lugs used to

connect various sizes of power cable were grouped into the Power Plant

category. Similarly, cable racking, cable horns and the components used to

connect the racking were placed in a Cable Racking category.

14

15

16

Q. IN STEP 3, WHY DID YOU USE STANDARD CONTRACTED LABOR COSTS
AS OPPOSED TO USING THE ACTUAL LABOR THAT WAS BOOKED TO
THE JOB?

17 The invoices for Iabor'costs did not contain an itemized list of all the functions

18 that were performed by the contractors. Virtually all the bills only listed the total

19 hours spent on the job along with the total cost for all functions performed. To

20

21

22

A.

A.

determine costs for an average collocation job, these labor costs needed to be

identified with the same cost components as the material costs. To accomplish

this, the study multiplied the standard contract labor rate for each function times
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1

2

3

4

5

the unit volumes obtained from the material receipts to develop costs by

category. In Step 4, the total of these costs were then compared to the actual

labor receipts to ensure that the calculations produced reasonable results. Also,

in Step 4, the labor costs were added to the material costs to determine the total

cost for each component of the job.

6
7

Q. How DO THE COLLOCATION CALCULATIONS ALLOW FOR DIFFERENCES
BETWEEN THE COSTS FOR VARIOUS COLLOCATION DESIGNS?

8

9

10

11

12

13

14 found in the 41 jobs that were studied.

15

16

Qwest gives collocators many options. For example, a collocutor may order

several types of tem'iinations, and may order several different sizes of DC power

cable based on its specific power needs. To account for these variations in the

requested facilities, Qwest developed standard costs for terminations and power

feeds. These standard costs were modeled based on the characteristics (i.e.

material and labor costs and unit quantities and standard distances and designs)

These standard designs were then

adjusted to account for any incremental cost or savings that would be incurred if

the design was altered.

17

18

Q. ONCE COSTS FOR COST COMPONENTS WERE IDENTIFIED, WHAT WAS
THE NEXT STEP IN THE COST DEVELOPMENT PROCESS?

19

20

21

A.

A.

The next step (Step 6) in the cost analysis assigned the individual cost

components to collocation rate elements, as listed above and as described in the

testimony of Mr. Kennedy. In some cases, several cost components (e.g. cable
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1

2

racking, support structure, etc) are recovered through a single collocation

element (e.g. Space construction).

3
4

Q. ARE THE COSTS FOR THESE JOBS ASSIGNED TO BOTH RECURRING
AND NONRECURRING COST CATEGORIES?

5 Yes. As I noted earlier, the study develops nonrecurring costs that include the

6

7

8

cost of equipment that is dedicated to CLECs, and recurring costs that include

the cost of equipment that is shared between CLECs and Qwest. In Step 7, the

costs of the collocation jobs were assigned to the nonrecurring and recurring

9 categories.

10

11

12

Once the nonrecurring cost of equipment that is dedicated to CLECs was

identified, the next step in the cost study process (Step 8) was to identify those

nonrecurring components of a standard collocation that would be used by more

13 than one collocutor. Several components of a standard collocation were

14

15

16

determined to fall into this category including (but not limited to) lighting, cable

racking, aerial support structure and heating, ventilation and air conditioning

(HVAC). The costs for these elements of collocation were prorated over the

17 number of collocators that were anticipated to use the facilities.

18

19

A.

At this point in the process, all the costs have been assigned to specific

collocation components such as cable racking, power cable, support structure
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1 and terminations. The costs have also been identified as being recoverable

2 through recurring or nonrecurring charges.

3
4

Q. DOES QWEST'S COLLOCATION COST STUDY COMPLY WITH RECENT
FCC ORDERS REGARDING COLLOCATION?

5

6

Yes. The Qwest's collocation study complies with FCC Order CC Docket No. 98-

147 which is sometimes referred to as the Advanced Services Order and

7

8

9

10

11

sometimes the "706" rules. This order primarily approaches collocation from a

perspective of determining what collocation elements need to be offered and

under what terms and conditions they should be offered, rather than from a cost

perspective. However, the FCC does provide some direction regarding cost

methodology for site preparation. The FCC states:

12

13

14

15

"For example, if an incumbent LEC implements careless collocation
arrangements in a particular central office that requires air conditioning
and power upgrades, the incumbent may not require the first collocating
party to pay the entire cost of site preparation/'4'

16 Qwest's cost studies assume an average of 3 cage collocators and 3 careless

17 collocators in each central office. This assumption means that those costs

18

19

20

related to construction are divided by 3 in cases where a facility (e.g., a cable

rack) is used only by cage collocating CLECs. Where facilities are assumed to

be shared by CLECs and Qwest, the costs are assumed to be limited to only

41 Advanced Services Order at '|] 51 .

A.
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l

2

recurring charges, and are determined on a shared basis with all users. This

cost methodology is consistent with the FCC's direction in its 706 rules.

3 x. CONCLUSION

4 Q. PLEASE SUMMARIZE YOUR TESTIMONY.

5

6

7

8

9

10

Qwest has a right under the Act to seek recovery for the UNEs that it is required

to provide to the CLECs. Qwest's TELRIC studies properly apply the FCC's

TELRIC principles. For the UNEs and interconnection services included in this

Phase of the docket, I have submitted recurring and nonrecurring TELRIC cost

studies. The Commission should set prices for unbundled network elements

based on the TELRIC data summarized in the TELRIC Cost Summary Exhibits to

11 my testimony.

12 Q. DOES THIS CONCLUDE YOUR TESTIMONY?

13 A.

A.

Yes, it does.
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The Unbundled Loop
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1 I. IDENTIFICATION OF WITNESS

2
3

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS AND POSITION
WITH OWEST CORPORATION.

4

5 Street,

My name is Teresa K. (Terri) Million. My business address is 1801 California

Room 4450, Denver, Colorado 80202. I am employed by Qwest

6 Corporation as a Director, Service Costs, in the Policy and Law Department. In

7

8

this position, I am responsible for preparing testimony and testifying about

Qwest's cost studies in a variety of regulatory proceedings.

9 Q. HAVE you PREVIOUSLY FILED TESTIMONY IN THIS PROCEEDING?

10 Yes.

11 II. PURPOSE OF TESTIMONY

12 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY?

13

14

15

16

17

18

19

A.

A.

A.

The purpose of this testimony is to rebut the testimony of the intervening

witnesses regarding Qwest's cost studies filed in this docket. This includes the

testimony of Mr. Edward J. Caputo on behalf of WorldCom, Mr. Randy G. Farrar

representing Sprint, Mr. Rex Knowles on behalf of XO Communications, Dr.

Francis Collins representing Cox Communications, and Mr. Michael Hydock, Mr.

Thomas H. Weiss, Mr. Roy Lathrop, Mr. Richard Chandler, Mr. Joseph Gillan,

and Mr. Douglas Denney representing the Joint lntewenors. l also rebut the
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1

2

testimony of Mr. William Dunkel on behalf of the staff of the Arizona Corporation

Commission.

3

4

5

6

7

8

9

10

11

I present revised cost studies that represent Qwest's response to a number of

issues raised in the testimony of staff and the interveners. For example, Qwest

is changing the cost of money to 9.61%, it is eliminating the sales tax from the

TIF at the suggestion of Mr. Weiss. Qwest is also making changes to collocation

and CLEC-to-CLEC connections as a result of comments from Mr. Lathrop and

Mr. Knowles. Finally, Qwest has stated the grooming charges separately from

the unbundled loop so that it is not reflected in the UNE-P charges. The specific

revisions to the cost studies are discussed in detail in this rebuttal testimony and

that of Qwest witnesses, Mr. Garrett Fleming, Mr. Richard Buckley, and Ms. Marti

12 Gude.

13

14

I will begin my rebuttal by addressing several general issues raised in the

testimony of Mr. Michael Hydock.

15 Ill. GENERAL ISSUES

16

17

18

19

Q. MR. HYDOCK STATES IN HIS TESTIMONY, ON PAGE 31, THAT THE RATES
ESTABLISHED BY THIS COMMISSION IN DOCKET no. U-3021-96-448 DO
NOT COMPLY WITH THE FCC'S TELRIC PRICING RULES. DO YOU
AGREE?
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1 No. This Commission spent considerable time, effort and resources in the prior

2

3

4

5

6

7

8

cost docket to carefully review the cost studies, models and testimony presented

by various parties to determine appropriate TELRIC costs. In reaching its

conclusions about proper TELRIC pricing, the Commission rejected many of the

costs, inputs and assumptions presented by Qwest, and instead chose to rely

more on the representations of AT&T as presented in its models. For example,

the Commission used AT&T's Hatfield Model as the starting point for the cost of

unbundled network elements.' The Commission chose to reduce Qwest's

9

10

corporate overheads to 15% from 27% based on a regression study produced by

Hatfield. In addition, the Commission reduced Qwest's maintenance costs by

11

12

15%, and adopted Hat"field's achievable average fill factors, placement costs,

terminal installation and splicing, and drop and NID installations. The

13 Commission also assumed structure sharing ratios of 50% based on input from

14 AT&T. For transport and termination costs the Commission again adopted

15 AT&T's Hatfield Model. Finally, the Commission rejected Qwest's proposal for

16 NRCs. Thus it is not Qwest's models that support the existing costs. In

17

18

instances where the Commission chose Qwest's inputs or assumptions over

AT&T's, it was based on a determination that those inputs better reflected the

19 Commission's understanding of the TELRIC principles. It is ludicrous for Mr.

1 Docket No. U-3021-96-448 et al., Decision No. 60635, January 30, 1998, at p. 7.

A.
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1

2

Hydock to suggest that the prices resulting from that prior docket, based primarily

on AT8¢T'S own TELRIC inputs, do not now comply with the TELRIC pricing rules.

3
4

Q. HAS THE RECORD DEVELOPED IN THE PRIOR COST DOCKET BEEN THE
SUBJECT OF REVIEW?

5 A.

6

7

8

9

Yes. The decision of the Commission in the prior docket was the subject of

review, including by the court. The court in U S WEST Communications, Inc. v.

Jennings, 46 F. Supp. 2d 1004 (D. Ariz. 1999) found that, with minor exceptions,

the Commission had conducted a proper analysis of the parties' proposals,

resulting in TELRIC based rates.

10

11

12

Q. MR. HYDOCK POINTS TO THE CURRENT DEAVERAGED ZONES AS A
REASON FOR NOT ACCEPTING ARIZONA'S CURRENT RATES AS TELRIC.
IS THIS A VALID ARGUMENT?

13

14

15

16

17

18

No. The current deaveraged zones are interim, until permanent deaveraging can

be established. The Commission conducted its deaveraging proceeding under

the assumption that a further proceeding would be required to determine

permanent zones. However, the fact that permanent zones are to be addressed

in this later phase of the docket does not mean that the permanent rates

established by the Commission in the prior cost docket are not TELRIC.

19
20
21
22

A.

Q. MR. HYDOCK EXPRESSES CONCERNS ABOUT THE DIFFERENCES
BETWEEN EXHIBIT A IN THE STATEMENT OF GENERALLY AVAILABLE
TERMS ("SGAT") ON FILE WITH THE COMMISSION PURSUANT TO THE
ARIZONA "271" PROCEEDING AND THE RATES ATTACHED TO ms.
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1 EXPLAIN WHAT EACH OF THESE
2

ARNOLD'S TESTIMONY. PLEASE
DOCUMENTS REPRESENTS.

3 The rates contained in the Exhibit A to the SGAT filed in the 271 proceeding are

4

5

6

7

8

9

10

11

12

13

either currently approved in Arizona or are proposed. The currently approved

rates are the result of the prior cost docket. The rates that are proposed are

footnoted in Exhibit A to indicate a particular status. For example, the footnotes

may indicate that a rate has not been the subject of a cost docket and, thus,

cannot be considered approved by the Commission yet, or that Qwest is unable

to produce standard costs for the element and will develop TELRIC costs on an

individual case basis ("laB"), as needed. These rates are, in a sense,

placeholders that have been developed on a regional basis with the expectation

that they will be replaced with permanent Commission-approved rates once the

cost docket process has been completed.

14

15

16

17

18

19

A.

The rates in Exhibit A of the SGAT do not necessarily reflect the agreements

between Qwest and the CLECs that have resulted from the 271 workshop

process. This is because the workshop process is dynamic and ongoing, while

Exhibit A represents a "snapshot" in time of Qwest's understanding of the UNE

and interconnection products that it offers. The Exhibit A of the SGAT will be

updated to reflect the Commission's pricing decisions when they become final.
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1

2

3

4

5

6

The Exhibit attached to Ms. Arnold's testimony, on the other hand, reflects

Qwest's newest proposals for TELRIC rates for all of the elements (as of the time

of filing) that it has either agreed to provide or is required to provide pursuant to

the 271 workshops or the FCC's rules. It too represents a snapshot in time of

Qwest's cost studies, although, Qwest is committed to continuing to update its

cost models and studies based on agreements reached with the CLECs in a

7 variety of forums.

8
9

10

Q. IS MR. HYDOCK CORRECT THAT ONE SHOULD EXPECT THE COST OF
ELEMENTS PROPOSED CURRENTLY TO BE LOWER THAN THE RATES
DETERMINED IN THE PRIOR PROCEEDING?

11 No. Mr. Hydock's statements are misleading in several respects. First, Mr.

12

13

14

15

16

17

18

19

Hydock implies that because, as he claims, the market for telecommunications

equipment has "expanded profoundly" in the intervening years, there should

necessarily be a corresponding decrease in costs. He makes these statements

without providing any evidence to support them. An alterative could be that the

recent misfortunes of companies such as Lucent and Nortel might be indicate the

opposite conclusion, that in fact, the telecommunications equipment market is

primed for price increases. Regardless, without further evidence one way or the

other, it is impossible to draw conclusions about the impact on UNE costs.

20 Second, he makes a sweeping statement about improved switching performance

21

A.

due to processor technology. Mr. Hydock concludes that this results in lower
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1

2

n
D

operating costs, but again, he fails to produce any factual evidence to quantify

either the gain in performance or the reduction in operating costs. However, from

this he expects the Commission to conclude that Qwest's cost are necessarily

4 inflated.

5

6

7

8

9 that, at $28.96.

10

11

Finally, it is important to note that the rates approved in the prior cost docket

were not based on the costs proposed by Qwest in that proceeding. For

example, in the prior cost docket, Qwest calculated a statewide average loop

cost of $30.20. Its current statewide average cost for a UNE loop is less than

However, the rate approved by the Commission in the prior

docket was $21 .98, considerably lower that Qwest's cost estimates. Thus, while

Qwest's loop costs have declined in the intervening period, they are still not lower

12 than the rate approved in the cost docket.

13 iv. INTERVENOR TESTIMONY

14 A. Testimony of Mr. Caputo

15 Q. WHAT ISSUE IN MR. CAPUTO'S TESTIMONY DO YOU ADDRESS?

16

17

18

19

A. I discuss Mr. Caputo's contention that Qwest must develop a standard cost for

customized routing before being exempted from treating Directory Assistance

and Operator Services ("DA/OS") as Unbundled Network Elements (UNEs) under

the FCC's rules.
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1
2

Q. How DOES QWEST CURRENTLY TREAT ITS COSTS FOR CUSTOMIZED
ROUTING?

3

4

5

6

7

8

9

Qwest currently treats customized routing as Individual Case Basis ("laB") for

costing purposes. The reason for this is, as Mr. Caputo says in his testimony on

page 5, that "Qwest's obligation [to provide customized routing] extends to all

carriers and that this routing scheme must, in fact, be customized for each

requesting carrier." Based on the obligation to provide a custom solution for

each and every carrier, Qwest believes that it is unable to take a standardized

approach to developing the costs for customized routing.

10

11

12

Q. DOES INDIVIDUAL CASE BASIS PRICING MEAN THAT COSTS ARE BASED
ON SOMETHING OTHER THAN TOTAL ELEMENT LONG RUN
INCREMENTAL COSTS ("TELRIC")?

13

14

15

16

17

18

19

20

No. The fact that Qwest establishes ICE pricing for non-standard elements such

as customized routing does not mean that the prices that result under ICE are

not based on TELRIC. ICE pricing merely indicates the variety of ways that

customized routing solutions could be achieved, it does not change Qwest's

application of the FCC's TELRIC rules to the costs it develops for customized

routing. As long as Qwest is willing to provide customized routing at TELRIC

rates, even if those rates are developed on an individual case basis, Qwest is

exempt from the requirement to treat DA/QS as a UNE under the FCC's rules.

21
22

A.

Q.

A.

HAS WORLDCOM EXPLORED THE ICE PRICE FOR ITS CUSTOMIZED
ROUTING NEEDS WITH QWEST?
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1 No. As WorldCom's witness Caputo states at pages 5 and 6, "...WorldCom

2

3

4

5

6

7

8

9

10

needs to meet with Qwest's switch engineering organization to document

WorldCom's needs...WorldCom can provide Qwest with documentation that

specifies WorldCom's customized routing requirements." These statements

imply that WorldCom has not explored with Qwest what an ICE price would entail

with respect to WorldCom's customized routing needs. Yet, Mr. Caputo goes on

to say that CLECs should "not be penalized if Qwest implements a high cost

customized routing solution." (Caputo Direct, page 7) Since WorldCom has not

contacted Qwest about its customized routing needs, it is pure speculation on

WorldCom's part to suggest that Qwest's costs would be high.

11

12

13

14

15

16

Nevertheless, Qwest believes that it is entirely appropriate to include all TELRIC-

based costs that are necessary to provide a custom solution for a given carrier.

It is inappropriate for the CLECs to expect Qwest to provide customized solutions

to meet their individual needs, and then expect Qwest to absorb the costs that

are above and beyond "routine implementation costs." The FCC has made it

clear that under the Telecom Act lLECs are not required to underwrite the costs

17 to the CLECs of being in business.

18 B. Testimony of Mr. Farrar

19 Q.

A.

WHAT ISSUES IN MR. FARRAR'S TESTIMONY DO YOU ADDRESS?
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1

2

3

4

I discuss Mr. Farrar*s contention that Qwest's cost study for line sharing

inappropriately applies an engineering charge to CLECs when the splitter is

placed in the CLECs' collocation space. l also address Mr. Farral*s discussion

regarding the development of Qwest's loop conditioning charges.

5
6
7

Q. IS MR. FARRAR CORRECT, DOES QWEST APPLY ENGINEERING
CHARGES TO CLECS IN INSTANCES WHERE THE SPLITTER IS PLACED IN
A CLEC'S COLLOCATION SPACE?

8 No. The line sharing collocation costs are calculated based on three basic

9

10

11

12

13

14

15

16

17

18

19

splitter configurations not including when the CLEC locates the splitter in its

collocation area, as indicated in my testimony beginning on page 70. In fact,

footnote #35 states clearly that Qwest would not incur additional collocation costs

when the splitter is located in the CLEC's collocation area. As Mr. Farrar

recognizes, there are instances when Qwest expends the engineering effort

reflected in its cost study on splitter arrangements. The three configurations that

drive such engineering cost in the cost study include when the splitter is 1)

located in the common area, 2) mounted on an Intermediate Distribution Frame,

and 3) mounted on a Main Distribution Frame. However, there is no engineering

charge associated with the configuration when the splitter is located in the

CLEC's collocation space, as Mr. Farrar contends.

20
21
22

Q.

A.

A.

MR. FARRAR HAS A NUMBER OF CRITICISMS REGARDING QWEST'S
CABLE UNLOADING CHARGE AND MAKES CCMPARISONS WITH
SPRINT'S CHARGES. ARE HIS COMPARISONS CORRECT?
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1 No. Mr. Farrar has misunderstood how Qwest applies its charge for cable

2

3

4

5

unloading and has therefore presented a wrong comparison of rates. This is

because Mr. Farrar apparently does not understand that Qwest's cost is an

average calculation that applies to as many as 25 cable pairs and at as many

locations as there are load coils and/or bridge taps to remove on a given pair.

6

7 For aerial and buried

8

9

10

11

12

13

14

Mr. Farrar begins by explaining that Sprint has differentiated its costs between

buried, aerial and underground load coil removal.

unloading he states that Sprint's charge per location for unloading 25 pairs over

18,000 feet is $99.32 (i.e., $64.28 for the first and $1 .46 for each additional pair

in a location). Mr. Farrar explains that for underground unloading Sprint's cost is

$479.73 per location for 25 pairs over 18,000 feet (i.e., $441.57 for the first and

$1.59 for each additional pair at a location). (Farrar direct testimony, page 12).

He then goes on to say that Qwest's cost for similar work is many times higher

than Sprint's, however, he has not applied his comparison correctly.

15

16

17

18

19

20

A.

It is true that Qwest calculates an average cost of $649.48 for cable unloading.

This cost assumes one engineering cost, and one travel time cost for an average

of three underground cable locations across all loop lengths. Qwest does not

believe that there is a significant amount of buried or aerial cable in its feeder

routes to be unloaded in its region, and that the vast majority of unloading activity

in Arizona will be for underground cable. Where Mr. Farrar made his mistake
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1

2

3

4

5

was, as explained above, in not understanding that Qwest's flat rate of $649.48 is

not per loop or per location but instead applies for unloading up to 25 cable pairs,

and at as many locations as are necessary on a given pair. Therefore, the

correct comparison if, for example Qwest is unloading 25 underground pairs at

three different locations, is a Qwest charge of $649.48, and under the same

6 scenario, a Sprint charge of $1439.19 (i.e., $479.73 times 3 locations). The

7

8

9

Sprint charge for unloading 25 aerial pairs at three different locations is $297.96

(i.e., $99.32 time 3 locations), compared to Qwest's charge of $649.48.

However, as noted above, Qwest does not believe that it will encounter a

10

11

significant amount of aerial cable unloading activity. Thus, Qwest believes that

when the correct comparison is made, its costs for cable unloading are quite

12 reasonable compared to similar activities for Sprint.

13 C. Testimony of Mr. Knowles

14 Q. WHAT AREAS OF MR. KNOWLES TESTIMONY DO you ADDRESS?

15

16

I discuss three issues raised by Mr. Knowles: 1) his contention that Qwest

submitted rates for CLEC-to-CLEC Connections and Field Verifications without

17 also submitting the accompanying cost studies, 2) his concerns about the costs

18 for "Design Engineering 8= Installation" associated with CLEC-to-CLEC

19 Connections, and 3) his concerns regarding the activities included in Field

20

A.

Verifications.
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1

2

Q. DO YOU ADDRESS
KNOWLES?

OTHER coLLocATion ISSUES RAISED BY MR.

3 No. Qwest witness Garret Fleming rebuts the collocation testimony of Mr.

4

5

Knowles, Mr. Lathrop and Mr. Dunker. My testimony is limited to a discussion of

Qwest's assumptions regarding CLEC-to-CLEC Connections.

6
7

Q. WHAT DOES MR. KNOWLES SAY ABOUT QWEST'S
CONNECTIONS AND FIELD VERIFICATION STUDIES?

CLEC-TO-CLEC

8

9

10

11

12

13

Mr. Knowles states that XO "could not find any cost study or other support for the

rates Qwest proposed for the various elements associated with [CLEC-to-CLEC]

connections in the testimony and exhibits Qwest previously filed." (Knowles

Direct testimony, page 15) He goes on to say that my testimony addresses the

collocation study, but that the collocation study does not reference the costs for

CLEC-to-CLEC Connections. Mr. Knowles also claims not to have seen a cost

14 study supporting Field Verification fees.

15

16

17

Q. IS MR. KNOWLES CORRECT, HAS QWEST FAILED TO PROVIDE A
FACTUAL BASIS ON WHICH THE COMMISSION COULD ADOPT QWEST'S
PROPOSED RATES?

18 No. The reason that the collocation cost study does not address CLEC-to-CLEC

19

20

21

22

A.

A.

Connections is because the costs for these elements are contained in a separate

stand-alone cost study. At page 55 under a question discussing other cost data

for additional elements, there is a list of such elements including "Direct CLEC to

In addition, beginning at the bottom of page 58, myCLEC Connections."
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1

2

3

testimony provides a brief discussion of direct CLEC to CLEC interconnection.

This study was provided as Exhibit TKM-15, as well as being included and

identified on the CD index as study ID# 4704.

4

5

6

The costs associated with Field Verification are detailed, along with other

nonrecurring costs, as part of the Enhanced Nonrecurring Cost study ("ENRC")

filed as Exhibit TKM-03 and can be found on the last page of the Nonrecurring

7 Cost Summary at line #s 238 and 239.

8
9

10

Q. IS MR. KNOWLES CORRECT, DOES QWEST INTEND TO CHARGE CLECS
TO RECOVER THE COSTS ASSOCIATED WITH INSTALLING CABLE
RACKING EVEN IF THEY USE EXISTING CABLE RACKING?

11

12

13

14

15

16

17

18

No. Qwest does not intend to charge CLECs for installing cable racking if they

use existing cable racking. Qwest's cost study for CLEC-to-CLEC connections is

intended to assume that a CLEC will utilize existing cable racking 95% of the

time and that only 5% of the time such connections will require installation of an

additional 20 feet of new cable racking. Unfortunately, it was discovered in a

detailed review of this study, based on Mr. Knowles comments, that this

assumption was not carried through to the calculation of engineering time

necessary for CLEC-to-CLEC connections. Therefore, Qwest has recalculated

19 its costs associated with the Design Engineering 8= Installation function. For

20

21

A.

activities that would be required for both new and existing cable racking the

calculation remains the same. However, for activities that are only required in
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1 the case of new cable racking Qwest has assumed that those activities occur

2

3

only 5% of the time. The new costs for Design Engineering & Installation are

reflected in the CLEC-to-CLEC Connections cost study, which reduces this cost

4 from $1 ,353.22 to $791 .63.

5 D. Testimony of Dr. Collins

6
7

Q. WHAT ISSUES
ADDRESS?

DISCUSSED IN DR. COLLINS' TESTIMONY DO you

8

9

10

11

Dr. Collins discusses a variety of issues including the cost of capital and

depreciation lives used in the cost studies. I address these issues and attempt to

clarify Qwest's position in order to correct Dr. Coll ins' misunderstanding

regarding each of these issues.

Q. WHAT IS QWEST'S POSITION WITH REGARD TO THE APPROPRIATE
COST OF CAPITAL.

14 As stated in my direct testimony, at the bottom of page 34, Qwest believes that a

15 forward-looking cost of money is appropriate for use in TELRIC studies. Such a

16

17

18

19

12

13

A.

A.

cost of capital would take into effect the increased risk that Qwest will experience

in the face of increased competition. Nevertheless, in order to avoid conflict over

this input to the cost studies, Qwest's position was to use the 10.37% authorized

rate approved by the Commission in the previous cost docket. Thus, when
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1 Qwest filed its cost studies on March 15, 2001, and supplemented that filing on

2 April 16, 2001, it used a 10.37% cost of money.

3

4

However, in the interim, on March 30, 2001, the Commission again addressed

the issue of Qwest's cost of capital and settled on 9.61% as the appropriate rate

5 in its decision in Docket No. T-01051B-99-0105. Consistent with the intent

6

7

8

9

10

expressed in its earlier filing, Qwest has substituted a 9.61% cost of capital into

its cost studies and submits the revised studies along with this rebuttal testimony.

The updated costs are reflected in revised Exhibit TKM-01 R and the supporting

cost studies and models are being provided in CD format. The CD contains an

index that lists each study individually.

11
12

Q. COULD yo u CLARIFY DR. CDLLINS' CONFUSION
DEPRECIATION LIVES QWEST USED IN ITS COST STUDIES?

OVER THE

13 Yes. Although, Qwest witness Marti Gude addresses depreciation issues more

14

15

thoroughly in her rebuttal testimony, I

misunderstanding with the following explanation.

attempt to correct Dr. Col l ins'

Again, Qwest's intent with

16

17

18

19

20

A.

respect to depreciation lives is to use rates approved by the Commission,

although Qwest's position is that rates should be based on real economic

depreciation lives that take competition into consideration. When Qwest filed its

original Phase ll testimony on October 11, 2000, the depreciation lives that were

approved by the Commission at the time were those approved in the prior cost
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1 docket. Those lives were based on the depreciation study performed by

2

3

Technology Futures, Inc. (TFI) as allowed by the Commission in the previous

cost docket.2 When Qwest provided its response to Staff Discovery DW-01-017,

4 Qwest based its response on the lives that were used in its cost studies filed in

5 October 2000 .

6

7

8

9

10

In the interim, between Qwest's filing in October of 2000, and its current filings on

March 15, 2001 and April 16, 2001 , Qwest updated its cost studies to reflect the

Commission's final decision in the depreciation docket. Therefore, in its March

15, 2001 filing, Qwest used the depreciation lives approved by the Commission

in Arizona's Depreciation Docket No. T-01051B-97-0689, Commission Decision

11 No. 62507, dated 5-4-00. Thus, when Dr. Collins compared the depreciation

12 lives used in its current filing with those used in response to an outdated data

13 request, it appeared as though there was a discrepancy between the two. In

14

15

16

fact, when the Commission decided to require Qwest to resubmit all of its cost

studies in March 2001, Qwest merely updated the depreciation lives used in the

studies to reflect the Commission's most recent decision. Qwest believes that it

17

18

is inappropriate to use FCC prescribed lives in a state such as Arizona where the

Commission has spent considerable time and effort to determine what it believes

19 are appropriate forward-looking depreciation rates.

2 Docket No. U-3021-96-448 ET AL., Decision 60685, p, 10.
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1 E. Testimony of Mr. Weiss

2 Q. WHAT AREAS OF MR. WEISS' TESTIMONY DO YOU ADDRESS?

3

4

5

6

I address Mr. Weiss' discussion of Qwest's cost of money and Total investment

Factors ("TlFs"), as well as his discussion of material prices and the appropriate

fill factors for development of costs for high capacity loops (DS1 and DS3

capable loops), unbundled dedicated interoffice transport (UDIT), and shared

7 transport.

8 Q. WHAT DOES MR. WEISS SAY ABOUT QWEST'S COST OF MONEY?

9 Mr. W eiss impl ies that i t  was disingenuous of Qwest to use a 10.37%

10

11

12

13

14

15

"prescribed" cost of money in its studies filed on March 15, 2001, when the

Commission approved a lower rate of 9.61% as part of the Settlement

Agreement in Docket No. T-01051B-99-0105 et al. However, Mr. Weiss failed to

point out in his testimony, although it is noted in his footnote number 22, that the

referenced approval did not happen until March 30, 2001. This date was two

weeks after Qwest had filed its testimony and well more than two weeks after it

16

17

18

19

20

A.

A.

had prepared its cost studies. Qwest could not have predicted on March 15,

2001 when a final agreement might have been approved by the Commission, or

what cost of money might have been determined. As for the studies filed on April

16, 2001, it seemed appropriate at the time to use a consistent cost of capital for

both of Qwest's Phase ll filings. Nevertheless, as stated above in response to
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1

2

Dr. Collins, Qwest's intent in this proceeding is to use the Commission authorized

rate, therefore, Qwest resubmits its cost studies in conjunction with this filing

fs
.3 using a 9.61 % cost of capital.

4
5

Q. yo u STATED THAT YOU WOULD ALSO ADDRESS MR.
CONCERNS WITH QWEST'S TIFS. PLEASE EXPLAIN THE TIF.

WEISS'

6

7

8

9

10

11

12

13

14

15

16

17

The Total Investment Factor ("TIF") combines all the proper investment loadings

into one factor, calculated mathematically correctly, so that when multiplied

against the material investments provides a total installed investment. While

switching equipment provided by the vendor at an EF&l price often includes the

installation and engineering, the TIF factor is applied to a material price to

calculate not only installation and engineering, but also other costs such as

power, warehousing, transportation and finance charges. Thus, the TIF will be

higher than the investment loadings added to EF&I investment. However, the

TIF does not calculate EF&I investment. The TIF does calculate fully loaded

material investments that may include investment on an EF8<I basis, but also

reflects the additional loadings mentioned above that are not generally included

in an EF&l price from a vendor.

18 The major component of the TIF is the labor to instal l  and engineer the

19

20

A.

equipment. Since the material investment is for equipment only, as explained,

the TIF factor also includes investments for testing and the power equipment
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1

2

3

required to properly operate the equipment represented by the material

investment. Sales tax and Interest During Construction (IDC) are added to the

material investment to cover expenses Qwest incurs when it purchases

4

5

equipment. Qwest also incurs expenses for warehousing and transporting the

equipment from its warehouses to the equipment location.

6

7

8

9

10

11

12

Qwest relies on the General Ledger Journal files, as reflected in the company

books, as well as other company reports (such as the MR2A) to calculate the

underlying factors that make up the TIF factor. Qwest uses these reports to

calculate the average expenditures required to perform the steps necessary to

first warehouse the equipment, then transport it to the proper location, install and

power the equipment, and finally, reflect the necessary taxes and finance

charges.

13 Q. IS THE TIF NEW?

14 No. Qwest has always presented its material investments on a fully loaded

15

16

17

18

19

A.

basis, using a TIF to arrive at the amount. Qwest's previously filed cost studies

and cost models have included the TIF in a variety of ways depending on what

level of material investment the cost analyst started with, although, in the past

this calculation may have been embedded, and not readily apparent in the study

or model. Qwest's current process requires that material investments be brought
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1 into the models at a common point so that the TIF is applied consistently to arrive

2 at fully loaded material investment.

3
4
5

Q. WHY DOES QWEST USE FACTORS TO CALCULATE THE TIF INSTEAD OF
USING ACTUAL ENGINEERING cosTs OR ENGINEERING COST
ESTIMATES?

6

7

Developing a factor to reflect actual average costs to be added to material

investments is more accurate than engineering estimates, and is appropriate in

8 forward-looking cost studies.

9

10

11

12

13

14

15

16

17

18

19

A.

The equipment for which TlFs are developed come in many configurations and

forms and include circui t equipment, radio systems and other terminal

equipment. It is difficult to estimate the loadings required to produce a given total

installed investment amount, since no two jobs are alike. The loadings required

for one job may be very different from those required for the next one. This

causes many peaks and valleys in engineering estimates, making estimating

very difficult, and not as accurate as using actual expenditures collected for the

equipment being installed to develop an average loading factor. Since the TIF

represents a relationship of material investment to related expenditures for the

most current time period it provides a forward-looking cost estimate based on

Qwest's actual experience installing equipment.
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1

2

3

Q. MR. WEISS PRESENTS A TABLE (TABLE no. 3) ON PAGE 56 OF HIS
TESTIMONY THAT DEMONSTRATES SELECTED TIFS BY COMPONENT, IS
HIS REPRESENTATION CORRECT?

4 No. Mr. Weiss' table shows two columns of components, one representing

5 However, what are actually

6

7

Hardwired and one representing Plug-ins.

represented in those columns are the TIF components for Hardwired, one with

The factors

8

warehousing included and one with warehousing excluded.

represented in Table No. 3 do not reflect the components for Plug-ins.

9 Q. WHY IS IT IMPORTANT TO CORRECT HIS REPRESENTATION?

10

11

12

13

14

15

It is important to understand correctly what is represented in the table for two

reasons. First, Mr. Weiss criticizes Qwest for using a warehouse component in

its TIF. He says that under a modem, forward-looking JIT (just in time) method

of equipment ordering it is not necessary to warehouse much equipment. I agree

that in a forward-looking environment less warehousing is involved than Qwest

has experienced historically, however, I disagree that it can be avoided entirely.

16

17

In the past, Qwest operated with warehouses in each of its 14 states. Today,

because of its movement toward JIT ordering methods, Qwest has warehouses

18

19

20

21

A.

A.

in only four of its states and often orders equipment directly to a job site.

Therefore, Qwest calculates each of its TlFs separately for both warehousing

and transportation, and for transportation only. The transportation-only

calculation reflects equipment that is ordered directly to a job site with no
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1 warehousing involved. Qwest calculates these various TIFs in order to more

2

3

accurately reflect the appropriate material costs for a variety of equipment

configurations and warehousing needs.

4

5

Since Qwest's TELRIC studies also reflect the economies gained from assuming

the replacement cf the entire network, it would be inappropriate to eliminate the

6 warehousing and transportation factors entirely. Mr. Weiss states in his direct

7

8

testimony, at the bottom of page 57, that "...it is not necessary for Qwest to

"warehouse" much of the equipment that it uses to deliver local interconnection

9 and unbundled network elements to CLECs or to itself." If Mr. Weiss' statement

10

11

12

13

14

is based on the position that a JIT environment would not include warehousing

and transportation activities for individual elements of plant, it is contrary to the

tenets of TELRIC, which require replacement of the total element. On the other

hand, if Mr. Weiss recognizes that TELRIC requires replacement of the total

element, then it seems Mr. Weiss would have the Commission believe that

15

16

17

18

19

20

21

Qwest could replace all of its feeder loops, interoffice facilities, central office

equipment, switching equipment, central office buildings, serving area interfaces

and distribution loops, for example, without ever having to warehouse or

transport any of it. This is an example of the kind of hypothetical, fantasy

network assumptions that the joint intewenors propose as discussed by Mr.

Fleming in his rebuttal testimony. In the real world, it would be impossible to

construct such a network without warehousing and transportation of these
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1

2

elements. Qwest's studies represent the activities that would be necessary for a

forward-looking replacement of the network in the real world.

3
4

Q. WHAT IS THE SECOND REASON THAT
CORRECT MR. WEISS' TABLE no. 3?

MAKES IT IMPORTANT TO

5

6

The second reason for understanding correctly what is represented in the table

relates to Mr. Weiss comments about the applicability of Arizona sales tax in the

7 TIF. Mr. Weiss states that to the best of his knowledge, Arizona does not assess

8

9

10

11

12

sales taxes. (\Neiss testimony, page 59). This is not quite accurate. Arizona

has a transactions tax that functions like a sales tax because, although it is

assessed against the seller of a product, it may be passed on to the purchaser.

Nevertheless, central office equipment is exempt from this tax. Therefore, when

Qwest calculates the TlF for Plug-Ins on a state specific basis, there is no state

13 sales tax included in the calculation. However, because Qwest calculates

14

15

16

Hardwired equipment on a region-wide basis, the TIF includes a weighted

average calculation for sales tax. This means that the resulting 4.83% region-

wide sales tax is calculated by averaging in the zero percent sales tax for

17 Arizona.

18

19

20

A.

As Qwest witness Fleming points out in his rebuttal testimony, it is not Qwest's

intent to apply sales tax inappropriately through a regional calculation, therefore,

the TIF for Hardwired equipment in Arizona is being resubmitted to reflect a state
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1 specific calculation that excludes sales tax. Cost studies impacted by the

2

3

application of the TIF are being updated and new results presented as part of

Exhibit TKM-01 R.

4 Q. DOES MR. WEISS CRITICIZE OTHER COMPONENTS OF THE TIF?

5 Yes. Mr. Weiss describes the circumstances under which an allowance for funds

6

7

8

9

10

11

12

13

14

15

16

used during construction ("AFUDC") applies and then states that in his

experience "few, if any, projects of the type that would involve the plant elements

at issue in this case would require charges be made [for AFUDC]." Mr. Weiss'

conclusion rests on the assumption that plant provided to the CLECs would not

be charged to total plant under construction ('TPUC") before being transferred to

telephone plant in service ("TPIS"), thus, no AFUDC, also referred to as interest

during construction ("IDC"), should be charged. However, as Mr. Weiss points

out in his testimony, 47 C.F.R. § 32.2003 allows carriers book expenditures to

TPUC (short term) and to accrue AFUDC on projects that take longer than two

months to complete or involve more than $100,000 in construction expenditures.

Otherwise, these expenditures are booked directly to TPIS, and no AFUDC is

17 accrued.

18

19

20

A.

Once again, as in the case of warehousing and transportation, Mr. Weiss'

assumptions portray a situation which could not exist in the real world. Qwest's

cost studies reflect the economies obtained from replacement of the entire
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1 This means that unless Qwest could

2

3

4

5

6

7

8

9

10

11

12

13

14

15

network as required by TELRIC.

hypothetically snap its fingers to replace the entire network at once, such an

effort would take time and large expenditures of capital of the type that the rules

under 47 C.F.R. § 32.2003 contemplate. Otherwise, Mr. Weiss would have the

Commission believe that Qwest could replace all of its loop plant, it switching and

central office equipment, its interoffice facilities and its central office buildings in

less than two months. Again, this is a fantasy that has nothing to do with the real

world. It is Qwest's position that the factor it develops for IDC aS_ part of the TlF

is a conservative estimate, based on its current experience, of the relationship

between its material investment dollars and IDC expenditures under the FCC's

accounting rules. This means that IDC is not applied to every material dollar, but

only to those incremental projects that meet the accounting threshold (i.e., longer

than two months or more than $100,000). If Qwest were actually replacing its

entire network it would definitely take longer than two months and cost more than

$100,000, so it is likely that IDC would apply to nearly every material dollar.

16
17

Q. WHAT DOES MR. WEISS SAY ABOUT QWEST'S VENDOR AND TELCO
LABOR COMPONENTS?

18

19

Mr. Weiss is surprised that vendor and Telco labor amount to 66% (8°/0, vendor

and 58% Telco labor) of material costs. He claims to have observed installation

20 labor at much !ewer rates, between 10% and 25%. However, the factors

21

A.

suggested by Mr. Weiss are completely unsubstantiated. They are based, as he
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1

2

3

4

says, on his experience in the industry. However, when Qwest asked Mr. Weiss'

clients (i.e., the joint interveners) about their experiences regarding the cost to

install equipment in their networks, they objected that the information Qwest

sought was not relevant and declined to provide a response.

5

6

7

8

Qwest on the other hand, bases its assumptions on the relationship of actual

material investment costs to related expenditures for recent time periods and

reflect Qwest's actual experience installing equipment. Qwest's TIF calculations

are based on the General Ledger Journal files, as reflected in the company

9 books. Qwest believes that its own recent experience installing network

10

11

12

13

14

equipment provides a realistic forward-looking view of the costs it will incur in the

future. As the following analysis of the TIF for account cost 257C Mountings

shows, Qwest's combined expenditures for vendor and Telco labor have declined

steadily between 1993 and 1998, with a significant increase in 1999, while its

TlFs have remained fairly constant:

15

16

17

18

19

20

21

22

Year Vendor Lbr
1993 6,403,431
1994 6,281,766
1995 6,162,412
1996 6,045,326
1997 5,930,465
1998 5,817,786
1999 5,310,807

Telco Labor
29,013,684
28,462,424
27,921 ,638
27,391 ,127
26,870,695
26,360,152
39,084,701

TIF w/Whse8¢Trans.
2.1497
2.1535
2.1584
2.1616
2.1652
2.1685
2.1195

TIF w/Trans. only
1 .9728
1 .9766
1.9813
1.9845
1 .9882
1.9915
1 .9906
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1 Mr. Weiss, however, does not explain whether the labor costs included in his

2

3

4

5

factors are for employees subject to a labor contract, or what level of experience

the employees have. Nor is there evidence of the level of benefits bargained by

the employees. Without further substantiation, it is impossible to discern whether

the basis of the factors suggested by Mr. Weiss is similar to those developed by

6 Qwest.

7 Qwest believes that its TIF factors accurately represent all of the relevant costs

8 and should be approved by the Commission.

Q. WHAT OTHER ASPECTS OF QWEST'S COST STUDIES DOES MR. WEISS
ADDRESS?

11

12

13

Mr. Weiss discusses the equipment utilization rate or fill factor used by Qwest in

its studies. However, he focuses on only one out of several fill factors used by

Qwest, and of course, picks the lowest utilization rate to discuss in relationship to

14 his recommendation. Mr. Weiss takes only one of Qwest's eight possible

15

16

17

18

19

architectures for DS1 s (SONET Fiber Mux) and uses as an example the

utilization rate for common equipment, which happens to be 37%. Qwest's

actual experience with utilization of DS1s using a SONET Fiber Mux architecture

is 28 out of 84, or 33%, and this architecture is only deployed for high capacity

loops in less than 5% of locations in Arizona. So Qwest believes that an

20

9

10

A.

assumption of 37% utilization and deployment in 46% of locations is a forward-
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1

2

3

looking fill factor that more than accounts for expanding use of high capacity

loops yet comports with reality. Mr. Weiss fails to mention that Qwest's utilization

for DS1 Plug-ins for the SONET Fiber Mux architecture is 97%. He also fails to

4 use as examples any of Qwest's other architectures. These other architectures

5 include utilization rates of 39%, 65%, 71 %, 74% and 100%.

6
7

Q. HAS THE FCC ADDRESSED FILL FACTORS IN THE
APPLICATIONS THAT HAVE BEEN APPROVED THUS FAR?

SECTION 271

8 Yes. In discussing the Commission's review of a 40% fill factor presented by

9

10

11

12

13

Verizon in Massachusetts, the FCC stated that "[t]he Commission noted that it

adopted fill factors ranging from 50 to 75 percent for the USF cost model, that the

Kansas Commission adopted a 53 percent distribution cable fill factor, and that

the New York Commission adopted a 50 percent distribution cable fill factor."

[footnote omitted].3 The FCC went on to find the Verizon rates in Massachusetts

14

15

16

17

to be within a reasonable TELRIC range. The FCC concluded that in spite of

approving a low fill factor "any errors made by the Massachusetts Department in

establishing loop rates were not so great as to render the resulting rates outside

the range that a reasonable application of the TELRIC principles would produce."

18 (Massachusetts Order at Para. 40). Although, this discussion centers around

3 CC Docket No. 01-9, in the Matter of Application of Verizon New England Inc., Bel/ Atlantic
Communications, Inc. (d/b/a Verizon Long Distance), NYNEX Long Distance Company (d/b/a Verizon
Enterprise Solutions) and Verizon Global Networks Inc., For Authorization to Provide In-Region,
/nterLATA Services in Massachusetts, Memorandum Opinion and Order, released April 16, 2001 , at Para.
39.

A.
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appropriate fills for the distribution portion of the loop, it is indicative of the FCC's

position on fill factors, generally. it is clear that the FCC does not believe that

TELRIC requires the use of any particular fill factor, nor is it willing to overturn the

decision of a Commission that approves a fill factor on the low end of the range.

5
6
7

Q. MR. WEISS RECCOMMENDS THAT QWEST USE AN 85% FILL FACTOR
WHEN CALCULATING INVESTMENTS FOR DS1 AND DS3 CAPABLE
LOOPS. IS THIS A REALISTIC ASSUMPTION?

8 No. Mr. Weiss presents a detailed discussion in support of an 85% fill factor,

9

10

11

however, his discussion is fatally flawed in one very important respect, the

hypothetical suggested by Mr. Weiss to achieve 85% utilization does not exist in

an environment that uses actual facilities and equipment to provision DS1 and

12 DS3 capable loops.

13

14

On January 8, 2001, when the United States Court of Appeals for the Eighth

Circuit vacated the pricing decisions of the Missouri Public Service Commission it

15 stated that "it was not permissible for the PSC 'to set prices based on the

16 forward-looking costs of an idealized network,I 194 In its discussion the Court

17

18

confirmed its opinion in Iowa Utils. Ba. v. FCC, 219 F.3d 744, 751 (8"" Cir. 2000)

(Iowa Utils. ll) stating that:

4 Southwestern Bell Telephone Companv v. Missouri Public Service Commission, 2001 U.S. App. LEXIS
use, (8"' Cir., 2001).

A.
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5

At bottom..., Congress has made it clear that it is the cost of providing
actual facilities and equipment that will be used by the competitor (and not
some state of the art presently available technology ideally configured but
neither deployed by the ILEC nor to be used by the competitor) which
must be ascertained and determined.

6

7

8

As discussed by Mr. Fleming (Fleming rebuttal, page 13), even AT8<T has argued

before the Supreme Court that TELRIC reflects the actual costs a LEC incurs in

providing its facilities. As stated by AT8=T:

9

10

11

12

13

14

15

...the FCC's TELRIC regulation would be valid even if the Eighth Circuit
were correct that Section 252(d)(1) requires rates to be set based on the
LEC's cost of providing their "actual" facilities. The FCC repeatedly found
that TELRIC determines the "economic costs" of incumbent LECs in
providing their facilities....TELRlC simply was not intended to do anything
other than measure a LEC's cost of providing its "actual facilities". (Page
28)

16

17

18

19

20

Thus, in setting appropriate util ization rates when determining costs it is

important to consider, as Qwest has, what is actually deployed in the system and

what will be used by the competitor on a forward-looking basis. Mr. Weiss has

completely ignored this important concept in concluding that 85% is an

appropriate fill factor.

21
22

Q. PLEASE EXPLAIN HOW QWEST HAS
UTILIZATION IN ITS DS1 COST STUDY.

APPROACHED EQUIPMENT

23

24

25

A. To begin with Qwest deploys a variety of use of architectures to meet the

demand for DS1 capable loops in Arizona, including two copper-based HDSL

architectures and six fiber-based architectures. Each of these is assigned
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5

6

7

8

9

10

11

12

different utilizations or fill factors based on a forward-looking deployment of that

architecture in Qwest's network. For example, Qwest does not deploy the fiber

CCS-type solution that Mr. Weiss uses in his analysis (Exhibit THW-4, discussed

in Weiss' testimony, pages 50-53) until demand by local end-user customers for

DS1s at a given location exceeds 11 DS1s. Any less demand than that, and the

cost to deploy OC3s is much higher that the cost for lower capacity copper-based

solutions. This is because an OCT provides capacity for 84 DS1 s at a given

location, and demand cannot be aggregated from one location to another without

adding additional costs for fiber and OCT electronics. Therefore, when spread

over sufficient demand the OCS fiber solution is, as Mr. Weiss says, the low cost

solution. However, when demand for DS1 s at a location is low, the cost per DS1

using OC3s is much higher than the cost per DS1 using copper.

13

14

15

In Arizona, of the 3275 locations where DS1s are currently deployed to serve

end-user customers, only 16% of all DS1 circuits are being provided over OC3s,

even fewer are provided over OC12 and OC48 architectures. Nevertheless,

16

17

18

19

Qwest in taking a forward-looking view of DS1 deployment in the future, only

weighted its copper-based architectures 27%, while weighting the fiber-based

OCT architecture 46%. Qwest then assumed 65% utilization of the copper-based

architectures in spite of current average end-user demand levels of only 2.09

20 DS1 s per location across the entire state. The copper-based architectures

21 provide capacity for 4 or 8 DS1 s per location. Qwest also assumed 37%
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1

2

utilization (i.e., 81 DS1s utilized out of a capacity of 84) for its OC3-based

SONET Fiber Mux architecture, although current utilization of OC3s is only 28

3 DS1 s, or 33%.

4
5

Q. WOULDN'T YOU CONSIDER THE DS1 DEMAND ACROSS MULTIPLE
LOCATIONS WHEN DETERMINING THE APPROPRIATE UTILIZATION?

6

7

8

9

10

11

12

13

No. In an OCT environment, demand across multiple locations cannot simply be

aggregated when considering the appropriate utilization. Provisioning an OCT in

the central office provides capacity for 84 DS1 s so long as OC electronics are

also provisioned at the end-user location. So while it is possible to deploy an

OCS ring architecture to serve the demand at more than one location, this results

in high utilization rates in the central office and low utilization at the end-user

locations. In other words, to serve multiple locations an OCT could be deployed

in the central office with fiber to and electronics at each of three end-user

14

15

16

locations (A, B and C). This could result in utilization of all 84 DS1s in the central

office, but only a portion (for example, 28 out of 84 DS1s) at each of the three

locations, because the OCT in the central office could only serve a total of 84

17 DS1s. This limitation results in the use of a total of four sets of OCT electronics

18

19

20

to serve demand for 84 DS1s, not two OC3s to serve demand for 168 DS1s as

suggested by Mr. Weiss. In addition, 4 fibers would be required between location

A and B, and between location B and C. The additional fiber and electronics

21

A.

increases the costs significantly above what Qwest models currently. The fact is
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4

5

6

that unless there is demand for 168 DS1 s in a single location, it is not possible to

serve that demand with only two OC3s. Given the current level of end-user

demand (i.e., an average of 2 DS1 s per location across more than 3200

locations) it is unlikely that Mr. Weiss' example will exist in Qwest's network for a

very, very long time. Mr. Weiss' analysis simply does not work in the real world.

Therefore, his analysis of an 85% util ization factor could only exist in an

7 imaginary network.

8
9

Q. PLEASE PUT YOUR DISCUSSION OF OCT RING ARCHITECTURE INTO THE
CONTEXT OF THE COST OF DS1 S.

10

11

12

Mr. Weiss suggests that the appropriate utilization for DS1s is 85% and he uses

an OCT example to make his point. First, it is important to understand that Mr.

Weiss bases his 85% on Qwest total use of DS1s in its network. Mr. Weiss has

13

14

misinterpreted the FCC's direction on that point. The FCC stated that the ILE Cs

had to take into effect the total use of the network element, including their own

15

16

17

18

19

A.

use, to calculate the cost. In this case the network element is DS1 capable loops

(i.e., DS1 s that reach from the central office to the end-user customer), all

DS1s deployed throughout Qwest's network. It is inappropriate to include the

utilization for DS1s deployed for anything other than as DS1 capable loops when

calculating the cost of that element.
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Second, in using OC3s as his basis for an 85% utilization rate, Mr. Weiss has

failed to make other necessary adjustments to the costs that are required by his

assumption. As stated above, the only way for Qwest to achieve the kind of

utilization suggested by Mr. Weiss is to deploy OCT ring architectures that allow

5 for the aggregation of end-users across multiple locations. However, since

6

7

8

9

10

11

12

Qwest's model only assumes a point-to-point configuration, i t would be

necessary to add the cost of additional fiber for each leg of the ring, as well as

OCT electronics at each additional location to determine costs appropriately.

This results in a much higher equipment cost to accomplish 85% utilization. It is

not appropriate to merely substitute the higher utilization rate into Qwest's

existing model, as Mr. Weiss has, without also adjusting the equipment

investment to reflect the change in architecture assumptions.

13
14

Q. IS THERE ANOTHER FLAW IN MR. WEISS' ANALYSIS OF UTILIZATION
RATES?

15 Yes. Assuming that Mr. Weiss has used the correct demand levels in his

16

17

analysis (Exhibit THW-4), his utilization levels are inflated by his assumption that

Qwest would increment with additional OC3s to serve his assumed levels of

18

19

20

21

A.

demand. The reality is that each time an OCT is added, it requires that four

additional fibers be utilized. What is more likely to occur in the real world is that if

demand at a given location were to approach the levels suggested by Mr. Weiss,

Qwest would not place another OC3 but would instead expand capacity by
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replacing an existing OCT with an OC12. This solution quadruples the capacity

through the use of electronics without having to use any additional fiber.

However, i f capacity is increased from 168 to 420 DS1s instead of 252,

according to Mr. Weiss' chart on Exhibit THW-4 utilization at the start of the next

5

6

7

8

period would drop to 38% and the end of period utilization would be 57%, not

94%. in fact, utilization would not reach 95% until the time period represented by

column E. This, of course, would result in a period average utilization of much

less than 85% as suggested by Mr. Weiss.

9

10

11

It is interesting to note that Mr. Weiss' chart does not assign a measure of time to

any of the time periods represented, so it is impossible to tell how long he

believes it could take to reach the next increment of demand. Based on Qwest's

12

13

14

15

16

experience in Arizona (i.e., an average of 2 DS1s per location) it could be the

men century before demand for 559 DS1 capable loops, represented in column

G, would be reached for a single end-user location. By then, Qwest would have

replaced the OCT with an OC48 with capacity for 1,344 DS1s and utilization

would be 41 .6%, not 95% as portrayed by Mr. Weiss' exhibit.

17

18

19

Q. WHAT ABOUT MR. WEISS' CLAIM THAT DS1 DEMAND WILL SKYROCKET
DUE TO RESIDENTIAL DEMAND FOR ADSL AND HDSL TECHNOLOGIES,
WON'T THAT RESULT IN INCREASED DEMAND?

20

21

A. No. Mr. Weiss' claim is misleading. First, demand for ADSL does not result in

providing DS1 capable loops to the end-user location (i.e., the residential
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4

5

6

7

8

9

10

customer's home). An increase in that type of demand is more likely to result in

fiber being provided to a remote terminal, but that is not the definition of a DS1

capable loop. A DS1 capable loop provides a connection from the Qwest Central

Office to the end-user location. Second, it is highly unlikely that the mass market

of residential end-user customers would require, or be willing to pay for, the

capacity afforded by DS1s in the near future. However, in the event that there

was demand for DS1 s in the residential market, it would still be for only one or

maybe two DS1s per home. This kind of residential demand supports Qwest's

position that there will continue to be a need for copper-based DS1 solutions with

low capacity, not the fiber-based OCT solution analyzed by Mr. Weiss.

11

12

13

Q. MR. WEISS CRITICIZES QWEST FOR ITS UNWILLINGNESS TO RESPOND
TO REQUESTS THAT SEEK INFORMATION REGARDING ITS COST OF
MATERIALS. IS THIS A FAIR AND ACCURATE CHARACTERIZATION?

14 No. Mr. Weiss repeatedly throughout his testimony accuses Qwest of

15 withholding information related to the material costs used in its cost models.

16

17

18

19

These accusations do not tell the true story. Qwest has made it clear in

responses to numerous interrogatories from the joint intewenors that the vendor

pricing information sought in the requests is the subject of vendor proprietary

contracts. This means that the contracts between Qwest and its vendors include

20

21

22

A.

clauses that prohibit Qwest from releasing the pricing information contained

within the contracts to other parties. Those clauses typically require Qwest to

provide notice to the vendors, only after having been compelled by some
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2

fa
J

authority to release the contracts to others, so that the vendors have the

opportunity to appear and make their case as to the propriety of the information

being sought. Mr. Weiss fails to mention in his testimony that, although, Qwest

4

5

6

7

objected to providing such proprietary information it, nevertheless, approached

its vendors seeking voluntary permission to provide the requested information.

As of this filing, Qwest has received permission from more than 90% of its

Arizona vendors and has provided the requested contracts to the joint

8 interveners. Qwest believes that it has acted in good faith to obtain the

9

10

11

information sought in the requests. Surely, neither Mr. Weiss nor his clients

would have expected Qwest to breach the contracts with its vendors in order to

accommodate their data requests.

12

13

Q. DOES MR. WEISS ADDRESS
TRANSPORT (UDlT)?

UNBUNDLED DEDICATED INTEROFFICE

14 Yes. Mr. Weiss believes he has the same issues with regard to the TIFs and fills

15 used to calculate the investment for UDIT as he has with other UNEs. Qwest

16

17

18

19

20

21

A.

believes that it is using appropriate forward-looking TIFs for UDIT for the same

reasons discussed earlier in my testimony. With regard to fills, Qwest is using

fills ranging from 67% for fiber to 74% for equipment, which it also believes

represent appropriate, forward-looking fills. As discussed above, such fills are

well within the range of fill factors the FCC found to appropriately reflect TELRIC

in Massachusetts, Kansas and New York.
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1 Q.
2
3

MR. WEISS DISCUSSES THREE PROBLEMS THAT HE FINDS WITH
QWEST'S SHARED TRANSPORT COSTS, PLEASE ADDRESS HIS
CONCERNS.

4

5

6

7

8

Mr. Weiss has concerns with regard to three aspects of Qwest's cost for shared

transport, including billing and collection costs, cost factors and investment in

transport facilities. l will discuss the billing and collection costs and Mr. Weiss'

incorrect calculation of the investment in transport facilities. Qwest witness Ms.

Gude discusses cost factors in her rebuttal testimony.

9
10
11

Q. MR. WEISS BELIEVES THAT THE BILLING AND COLLECTION COST FOR
SHARED TRANSPORT SHOULD BE NO HIGHER THAN FOR OTHER UNES,
IS HE CORRECT?

12 No. There are two reasons Mr. Weiss' opinion is wrong: 1) he makes an

13

14

15

16

17

18

19

20

21

incorrect assumption about the development of the billing and collection ("B8¢C")

factor, and 2) he ignores a simple principle of math. First, his expectation that

B&C costs should be similar from one cost study to the next appears to based on

an assumption that Qwest calculates a single factor for billing and collections,

however, this is not the case. Qwest does not develop a single, standard B&C

factor that applies to all UNEs. This means that the costs for billing and

collection associated with UNEs that are billed a monthly recurring rate "per line"

or unit basis are different from those that are billed on a "per minute of use" or

usage basis. In the first instance, billing per line merely requires that the number

22

A.

A.

of lines be counted and a consistent rate applied. In the case of shared
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1

2

transport, billing is more complex because the measurement of both the number

of units and the minutes of use for each unit must be determined. The more

3 complex the measurement process is for a UNE, the higher the billing costs are.

4

5

6

7

8

9

10

Qwest also uses different billing systems depending on the type of UNE product

being billed. Some UNEs are billed from Qwest's Customer Record information

System (CRIS), while other UNEs are billed from the lABS system. Because

B&C costs vary depending on the billing system used and the nature of the unit

being billed, Qwest believes that its practice of assigning B&Ccosts based on

the nature of the UNE is more accurate. The costs assigned to shared. transport

are an appropriate reflection of the B&C activities associated with shared

11 transport.

12 Q. PLEASE DISCUSS MR. WEISS' MATH ERROR.

13 Mr. Weiss ignores a simple math concept to his discussion of B&C costs. In

14

15

order for the billing and collection costs to be consistent as a percentage of

investment across all UNEs, the direct investment amounts for all the UNEs

16 would have to be the same. Since Qwest calculates a cost for B&C that is

17

18

19

20

applied to individual investment amounts, the relative amount of B&C costs

varies from product to product. Put another way, assume the direct investment

for a product such as shared transport is relatively low due to high volumes of

traffic. However, the Bac cost for shared transport is relatively higher due to the
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5

6

7

8

9

10

11

12

complex measurement required for the unit being billed (i.e., minutes of use).

When the ratio of B&C cost to shared transport cost is calculated, a higher

percentage results because of the low direct cost of shared transport as

compared to the cost for billing and collection. An examination of the B&C cost

for other usage based UNEs reveals that for the local switching UNE the result is

14%, while the result for local tandem switchings 16%. Both of these UNEs

have relatively higher direct investment than shared transport. On the other

hand, the B&C cost for the UNE loop is relatively low, representing a monthly

recurring cost per line. When that B&C cost is compared to the relatively higher

direct investment of the loop the resulting percentage is much lower. Thus, it is

inappropriate to assume that B&C costs as a percent of direct investment from

one UNE to another would be consistent.

13

14

15

Q. you STATED THAT MR. WEISS MADE AN INCORRECT CALCULATION OF
INVESTMENT WITH RESPECT TO SHARED TRANSPORT, PLEASE
EXPLAIN.

16

17

18

Mr. Weiss states on page 79 of his direct testimony that "Qwest's calculations for

transport facility investments reflect understated fill factors and overstated total

investment factors." This is the same criticism he makes of Qwest's investment

19

20

21

costs for a number of the UNEs he discusses. However, in spite of this criticism,

Mr. Weiss does not adjust the fill factors or TIFs used to calculate the investment

for shared transport. Instead, Mr. Weiss takes a calculation that Qwest makes to

22

A.

put shared transport on a "per minute of use" basis, and divides the. result by
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3

4

5

6

7

8

twelve. Not only does Mr. Weiss not mention in his testimony that he made such

an adjustment, but it is an inappropriate calculation. It is as if he were trying to

put shared transport on a "per minute per month" basis. This is unnecessary,

and must be a mistake, since Qwest's calculation already assumes the

appropriate unit of measure. When Mr. Weiss' error is corrected the resulting

rate is $0.000888 ($0.000074 x 12), which is much closer to Qwest's rate of

$0.001573. Of course, as explained above, Qwest does not believe that Mr.

Weiss is correct in making adjustments to fill factors and TlFs, either.

9

10

11

Q. MR. WEISS ALSO DISCUSSES A NUMBER OF PROBLEMS HE SEES WITH
QWEST'S NONRECURRING COST STUDIES, PLEASE RESPOND TO HIS
CONCERNS.

12

13

14

15

16

First, Mr. Weiss points out that Qwest has included costs for disconnection in its

nonrecurring rates. Mr. Weiss' solution is to simply eliminate the disconnection

costs. This is not an appropriate solution. Regardless of when Qwest incurs the

costs for disconnection, there is no question that there are activities Qwest will

perform to disconnect customers from a CLEC and that Qwest and its retail

17 customers should not be required to absorb the costs associated with these

18 CLEC activities.

19

The reason for incorporating the costs into the ini tial

nonrecurring charge is because traditionally the Commissions have recognized

20

21

22

A.

that it is sometimes difficult to collect disconnection charges from customers who

no longer require service. Thus, it is likely that the CLECs will themselves collect

such charges from their customers in advance.
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4

As pointed out by the CLECs, the Commissions have also recognized that the

business-to-business relationship with the CLECs should mean that an ILEC will

not be left "holding the bag" as it might in a retail relationship. However, even

these business-to-business relationships have been tenuous recently, as the

5 CLECs have also been quick to point out, due to the failure of so many CLEC

6 business plans. Even some of the longest establ ished names in the

7

8

9

telecommunications industry have been troubled by their inability to collect

revenues from their business-to-business partners. Thus, Qwest believes now

more than ever, that it is appropriate to seek recovery of disconnect costs in its

10 initial nonrecurring charge.

11 Second, Mr. Weiss recommends removing individual activities associated with

12

13

14

ordering and plant record function "to recognize that such activities will not be

performed manually...." This recommendation fails to account for the fact that

Qwest's studies already assume mechanization for certain activities, such as

15

16

17

design, that will be impacted on a forward-looking basis by the development of

fully functional OSS. Mr. Weiss' assumes hypothetical systems that go beyond

the level of mechanization that currently exists in Qwest's systems, and beyond

18 what Qwest is able to do for itself in the real world.

19 Third, Mr. Weiss takes issue with certain activities that he believes are

20 unnecessary in Qwest's studies. He states that activities perforated by the
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2

A
D

4

5 is in error.

6

7

Service Delivery Implementor have been performed earlier in the service

provisioning process. Mr. Weiss assumes incorrectly that the activities of the

Service Delivery Implementation group occur toward the end of service delivery

and include verification that earlier work had been performed. This interpretation

The Service Delivery Implementor has overall coordination

responsibility for service provisioning and performs work activities throughout the

entire timeline of service order provisioning. The Implementor is in contact with

8 all work groups as neoessaly along the critical date path of the order. The

9

10

11

activity "Verify Local Network Operations (LNO) Circuit" is an abbreviated

reference for a number of work activities performed by the Implementor

Thus the implementation

12

throughout the service establishment process.

activities do not occur at the end of service delivery and do not verify earlier

13 work.

14 Finally, Mr. Weiss criticizes Qwest's time estimates because he believes that the

15 overall function can be performed in less time than C2west's experts have

16

17

18

19

20

estimated for the individual steps. Mr. Weiss provides no support for this

statement, other than that evidently he thinks it should take less time than

Qwest's experience suggests. AT8<T's own nonrecurring cost model (NRCM) is

based on individual steps or activities to which a "panel of experts" has assigned

time estimates. Qwest believes that absent a valid reason for adjustments to its

21 individually proposed times, Qwest's times are more likely to be representative
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2

3

because they based on the experience of experts who currently perform the

tasks being measured. This is more appropriate than relying on the opinion of

"experts" who provide no proof of having current experience performing the work.

4
5

Q. DOES MR. WEISS MAKE ADJUSTMENTS TO QWEST'S NONRECURRING
COSTS?

6 No. Mr. Weiss chooses not to adjust Qwest's nonrecurring cost study in Arizona,

7 as he did in Washington, and instead sponsors the AT&TAnorldcom

8

9

nonrecurring cost model ("NRCM") in conjunction with Mr. Lathrop. I address my

concerns with the NRCM in my discussion of Mr. Lathrop's testimony.

10

11

12

Q. MR. WEISS CONCLUDES HIS TESTIMONY WITH A DISCUSSION OF THE
SUBLOOP AND INTRABUILDING CABLE. DID QWEST PROVIDE A
SEPARATE STUDY FOR INTRABUILDING CABLE?

13 Yes. I am confused about the point Mr. Weiss is trying to make in this

14 discussion. Qwest prepared a separate study for intrabuilding cable that

15

16

recognized the desire of the CLECs to access the subloop, in most instances, at

a technically feasible point where the distribution subloop enters a customer's

17 premises.

18 F. Testimony of Mr. Lathrop

19

A.

Q.

A.

WHAT ASPECTS OF MR. LATHROP'S TESTIMONY WILL you ADDRESS?
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1 I rebut the assumptions and methodology contained in the Non-recurring Cost

2 Model ("NRCM") presented by Mr. Lathrop on behalf of the Joint Interveners.

3 Q. CAN you DESCRIBE, GENERALLY, YOUR CONCERNS WITH THE NRCM?

4 Yes. In the NRCM, AT&T and WorldCom have developed a spreadsheet model

5

6

7

8

9

10

that is relatively easy to use,"'and looks good on the surface. However, it is

important to understand that the major flaws in the NRCM are in the assumptions

that underlie the calculations. In essence, the NRCM is a slick looking model

that produces very flawed results. Some of the flaws can be corrected by

changing "user defined" inputs, but the vast majority of the flawed assumptions

exist in the hard-coded portions of the model.

Q. PLEASE DISCUSS SOME OF THE SPECIFIC CONCERNS YOU HAVE WITH
NRCM.

13

14

15

16

17

18

19

20

11

12

A.

A.

A.

One of the most glaring errors in the NRCM is that it does not include any service

center (in Qwest's study, interconnect service center or INC) costs. While Mr.

Lathrop talks about 98% as a reasonable, forward-looking flow through rate, the

model actually assumes that L service representative or order writer will ever be

involved in processing an order. This amounts to 100% flow through, an

assumption that is totally unrealistic. As new generations of OSS and electronic

interfaces are developed and become available, it is possible that manual

intervention by INC personnel will be reduced. However, since eSC personnel
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I

2

perform up-front tasks that support the processing of an order it is completely

inappropriate at this point to assume that such intervention will never be required,

3 even assuming some ultimate hypothetical view of systemization.

4

5

6

First, part of the INC function is to provide a "stopgap" for orders that are

submitted incorrectly and error out of the system. In Qwest's experience no

system is 100% infallible under all circumstances. Qwest's nonrecurring studies

7

8

9

10

11

12

assume in many instances that 85% to 95% of the orders will be processed

without the need for manual intervention from this group. For some UNEs such

as DS1 and DS3 capable loops, the orders and activities associated with placing

orders and coordinating with the CLECs are too complex to be performed in a

mechanized fashion at this time. Qwest does not believe that the systems exist

yet to eliminate some of the manual activities associated with those UNEs.

13

14

15

16

17

18

19

Second, Mr. Lathrop's assumption also overlooks the fact that many of the

CLECs placing orders with Qwest do not have the sophisticated systems that

AT&T or WorldCom employ for their end of the service order process. In fact, as

recently as April 2001, Qwest was still receiving 24% of its orders from CLECs

via fax in Arizona. it would be unfair and inappropriate to cause Qwest to have

staff available to process orders it receives from the CLEC manually, and then

eliminate all of their work tasks from the nonrecurring study when calculating the
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1

2

cost for the service. As with other TELRIC studies, a reasonable forward-looking

study focuses on systems that are currently available and deployable by Qwest.

3
4
5

Q. THE NRCM SHOWS ACTIVITIES ASSOCIATED WITH SERVICE CENTER
PROCESSES, WHY DO YOU SAY THAT IT DOES NOT INCLUDE ANY OF
THOSE COSTS?

6

7

8

9

10

11

12

The NRCM is somewhat deceptive in the way that it presents nonrecurring costs.

While it has many processes and activities identified, most have little or no cost

associated with them when the model actually develops nonrecurring costs for

the various UNEs. For example, while there are five service representative

activities listed, two are assumed to be perfumed by the CLEC and, for the other

three, it is assumed that the costs are included in recurring costs (denoted by the

"R" in the rate column). It is interesting to note that these assumptions are hard-

13 coded into the model so that there is no "user input" that allows service

14

15

representative time to be added. Further, the NRCM assumption for POTS type

service is that 100% of facilities are dedicated. This eliminates all nonrecurring

16

17

18

19

20 Further, it is in direct conflict with

21

22

A.

costs by assuming that there is no need to perform activities in the field, such as

dispatching a technician to run jumpers, and that any costs will be recovered

through recurring charges. This assumption works for UNE-P where the service

is dedicated and no field activities are required, but it allows no recovery of costs

for any new installations or additional lines.

AT&T's assumptions in the HAI model regarding the sizing of the loop. In HAI,

as discussed by Mr. Buckley in his rebuttal testimony, AT&T makes sizing



Arizona Corporation Commission
Docket No. T-00000A-00-0194

Qwest Corporation
Rebuttal Testimony of Teresa K. Million

Page 49, June 27, 2001

1

2

3

assumptions in its distribution cable that do not provide for dedicated additional

lines. Thus, AT&T expects that Qwest will perform the activities necessary to

connect the unbundled loops it wishes to purchase without compensating Qwest

4 for the work.

5
6

Q. ARE NONRECURRING ACTIVITIES INCLUDED IN QWEST'S RECURRING
COST STUDIES?

7

8

9

10

11

No, absolutely not. For example, nonrecurring service representative activities

are specifically excluded from the cost factors that are used to develop Qwest's

recurring cost estimates. Thus, the total exclusion of such costs from NRCM

cost estimates results in a gap between the costs Qwest recovers in its recurring

rates and the activi t ies i t  performs to accommodate CLEC orders and

12

13

provisioning. Using the cost estimates from NRCM insures that Qwest will be

unable to recover its costs for those activities.

14

15

16

Q. IS IT APPROPRIATE FOR THE COMMISSION TO EXPECT QWEST TO
RECOVER ITS NONRECURRING COSTS THROUGH RECURRING
CHARGES?

17

18

19

20

No. As explained in more detail in Mr. Fleming's rebuttal testimony, the FCC has

stated that nonrecurring costs could be recovered over a reasonable period of

time only if ILE Cs are ensured full compensation for their nonrecurring costs.5

This does not rise to the level of endorsing recovery of nonrecurring costs

A.

A.

s CC Docket No. 93-162, Second Report and Order, Released June 13, 1997, at 'Il 33.
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1

2

3

through recurring charges. The NRCM acknowledges that there are numerous

activities associated with the nonrecurring functions as evidenced by the long list

of activities detailed in the model. However, even after listing all of the steps that

4

5

6

the joint interveners believe are necessary, the NRCM assumes them away by

assigning them to be recovered through recurring charges. As explained above,

Qwest does not include the costs for any of these activities in its recurring

7

8

9

10

11

12

13

14

studies. Further, nowhere do the joint intewenors explain or demonstrate how

these costs are to be recovered through the recurring charges, other than vague

references in HAI that these costs are in the factors. Effectively, this approach

requires Qwest to incur the costs for the activities it performs up front and then

defer recovery of those costs to some uncertain point in the future. Thus, Qwest

bears all of the risk and uncertainty of ever collecting anything for these activities,

while the CLECs enjoy the benefit of avoiding the costs by having Qwest perform

the work. If Qwest is unable to recover these costs from the CLECs, that

15 recovery shifts to Qwest and its retail customers.

16
17

Q. DOES nRCM ASSUME THAT MOST WORK
COMPLETED WITH A 98% FLOW THROUGH?

ACTIVITIES WILL BE

18

19

20

21

A. Not exactly. As mentioned previously, the NRCM lists numerous work activities.

Mr. Lathrop, at page 12 of his testimony, discusses nonrecurring costs as being

transactional in nature, rather than including equipment and non-labor costs. He

then assumes that the only costs related to most of the transactional ,
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1

2

3

4

5

6

7

nonrecurring activities on the list are OSS investment-related costs that belong,

he says, in a recurring charge. This assumption necessarily results in Qwest

being required to recover such transactional costs through cost factors in its

recurring studies which would be applied to both its wholesale and retail

customers. Thus, in effect, the NRCM assumes 100% flow through for each of

these activities, not the 98% that is implied by Mr. Lathrop. The NRCM does list,

for certain UNEs, "fall-out" activities, and assumes that each of these activities

8 would take place 2% of the time.

9 Q. IS THIS METHODOLOGY REASONABLE?

10 No. First, Qwest does not believe that the activities listed in the NRCM reflect a

11 realistic view of the forward-looking technologies and systems that could be

12 deployed by Qwest. Second, the NRCM identifies no fall out for specific

13 activities, rather it identifies a separate set of activities that occur when "fall out"

14 happens. It then applies a 2% fallout percentage only to those activities. In

15 addition, the NRCM grossly understates the time estimates that apply when fall

16 out does occur.

17

18

Q. ARE THERE EXAMPLES OF ACTIVITIES WHERE NRCM ACTUALLY DOES
ESTIMATE NONRECURRING COSTS?

19 Yes. For example, for "POTS/ISDN BRI - Install UNE Loop" the NRCM does

20

A.

A.

calculate some costs for the activities related to installing cross connects on the
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1 MDF. However, these activities only occur when there is a straight copper loop,

2

3

4

5

6

and the model assumes that copper loops exist only 40% of the time. As the

NRCM documentation states, this is a significant variable because of the

additional work steps associated with copper plant. (NRCM Model Description,

page 17). The remaining plant is assumed to be Integrated Digital Loop Carrier

("lDLC"), specifically GR303 which has so1*tware that enables mechanized

7

8

9

10

11

customer connections, and assumes that none of these activities is required for

IDLC. (Weiss testimony, page 84). The problem with that assumption is that

Qwest has not deployed 60% IDLC, and certainly has not deployed 60% GR803.

Thus, once again, in the real world Qwest is expected to perform work activities

on its existing network in order to accommodate the CLECs, while at the same

12 time assuming away the cost for those activities based on a hypothetical

13

14

15

network. As discussed previously, these types of assumptions in a nonrecurring

cost model merely shift the recovery of costs away from the CLECs and on to

Qwest and its retail customers.

16

17

18

19

Q. MR. LATHROP AND MR. WEISS BOTH CRITICIZE QWEST FOR THE TIME
ESTIMATES PROVIDED BY ITS SUBJECT MATTER EXPERTS WHO
PERFORM THE ACTIVITIES ASSOCIATED WITH NONRECURRING COSTS.
HOW ARE THE TIME ESTIMATES FOR NRCM DEVELOPED?

20

21

22

A. The time estimates and probabilities used in NRCM are developed by a "panel of

experts" gathered by AT&T to for that purpose. Unlike Qwest's experts, these

so-called "experts" are ng people who are currently performing the tasks that
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1

2

make up the nonrecurring costs experienced by Qwest. In addition, no backup

material has been provided that supports any of the assumptions made in the

3 NRCM. Further, no evidence or time and motion studies have been provided to

4

5

6

7

8

9

support the nonrecurring activities specified in the model, or the work times and

probabilities that are applied to the activities. Although, the joint interveners

would like to convince the Commission that the time estimates provided by

Qwest's experts (who currently perform the tasks being studied, and are aware of

the improvements that Qwest expects to achieve in the near future) are not to be

relied on, they have provided no additional evidence that proves that their time

10 estimates are more reliable. When asked for supporting data for its time

11

12

13

14 estimate.

15

estimates, Qwest provided detailed backup that included the estimates of each

task, time and probability of occurrence for every nonrecurring charge.6 In many

cases this backup included the name of the person or persons providing the

When Qwest requested similar documentation from the joint

interveners regarding their panel of experts, they referred Qwest to the NRMC

16 documentation filed on CD-ROM with the model, which contains no such detail.7

17

18

Q. IS MR. LATHROP'S PROPOSAL FOR NON-RECURRING RATES A
REASONABLE PROPOSAL FROM AN IMPLEMENTATION PERSPECTIVE?

6 Response to ACC Request WD 4-122.

7 Response to Qwest Request 1-70.
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1 No. The 49 different rates for the handful of services identified by the brief

2

3

4

5

6

7

8

9 From an

10

descriptions does not cover the wide range of services proposed by Qwest in this

proceeding. They do not provide Qwest with recovery of many non-recurring

activities that it will provide to the CLECs. They do not address many of the

services agreed upon in the SGAT workshops. These non-recurring elements

have vague descriptions of the work being performed and will be impossible to

implement accurately. In addition, for Qwest to attempt to develop systems and

processes to administer, train, maintain, and bill these rates will be unique to

Arizona and extremely inefficient, costly and impractical.

implementation perspective, this structure and associated rates should not be

11 considered as a reasonable proposal and should be rejected on this basis alone.

12 G. Testimony of Mr. Chandler

13 Q. WHAT ISSUES IN MR. CHANDLER'S TESTIMONY DO YOU ADDRESS?

14 I rebut Mr. Chandler's contention that Qwest's Unbundled Packet Switching

15

16

("UPS") cost study is not forward-looking and is inappropriate for applications

used by current DSL subscribers.

17

18

Q. WHAT IS YOUR IMPRESSION OF MR. CHANDLER'S TESTIMONY ON
QWEST'S UNBUNDLED PACKET SWITCHING OFFERING?

19

20

A.

A.

A.

After reviewing Mr. Chandler's testimony, it is not entirely clear to me what he is

suggesting, however, as best as I can tell his understanding of the UPS product
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1

2

is vastly different than what Qwest intended. He appears to be very confused.

Mr. Chandler states that it is difficult for him to tell what service could be offered

3

4

5

to end-users by UPS. (Chandler, page 3). As stated in its Third Report and

Order and Fourth Further Notice of Proposed Rulemaking, CC Docket No. 96-98,

released November 5, 1999,8 the FCC required packet switching to be

6 unbundled in certain circumstances. As explained in Ms. Broil's testimony,

7 those circumstances are limited, and serve as an exception to the FCC's

8 decision to decline to unbundle packet switching. Key to that exception is

9

10

11

12

13

Qwest's ability to offer remote collocation where it has remotely deployed

DSLAMs. While I did not file a remote collocation cost study in this proceeding,

Qwest offers such a product and is in the process of developing costs for it.

Qwest intends to have space available for CLECs to remotely collocate their own

DSLAMs in locations where Qwest has deployed them, obviating the need for the

14 unbundled packet switching product.

15

16

17

18

19

20

Nevertheless, as described in Ms. Bro fl's rebuttal testimony, the UPS service

Qwest offers is Qwest's retail Remote DSL service unbundled and priced at

TELRIC. Mr. Chandler states that he believes that the service offering is an

inferior service that is not "always on" (Chandler testimony, page 3). As Qwest

witness Mr. Craig explains, Mr. Chandler could not be more incorrect. Qwest's

Remote DSL service is "always on". Mr. Craig disagrees with many of the

8 At paragraph 313.
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1 technical terms and explanations provided by Mr. Chandler. Mr. Craig's

2

3

4

5

6

7

8

9

testimony provides clarity on how the terms are used and understood by Qwest.

Mr. Chandler is also unclear about the bit rate used by Qwest in its retail Remote

DSL service. Mr. Craig clarifies this issue. Finally, Mr. Chandler states his belief

that the technology that Qwest plans, but has not yet fully deployed, is not

"forward-looking" (Chandler testimony, page 2). As Mr. Craig explains, the

technology that Qwest plans to deploy for its Remote DSL service is the latest

and most advanced technology for this type of application. So new in fact, that

vendors do not have these products established in their standard product

10 offerings.

11

12

13

14

In my opinion, Mr. Chandler's testimony provides little useful information for

decisions in this proceeding. As Qwest witnesses explain in simple and non-

confusing words, the FCC requires QWest to unbundle its retail Remote DSL

offering in special circumstances. Qwest has met that requirement by offering its

15 UPS service.

16

17

18

Q. MR. CHANDLER STATES AT PAGE 14 OF HIS TESTIMONY THAT COPPER
FEEDER THAT CARRIES A TI (DS1) DIGITAL SIGNAL IS OBSOLETE. IS HE
CORRECT?

19 No. As I discussed above in my rebuttal of Mr. Weiss' testimony regarding DS1s,

20

21

A.

there are still valid reasons for deploying copper architectures to accommodate

DS1 demand. In addition, as discussed Mr. Buckley's testimony, AT&T's own
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1 HAI model assumes the use of copper feeder in the loop, as does the AT8¢T

2 NRCM model which assumes 40% copper feeder.

3 H. Testimony of Mr. Denney

4 Q. WHAT ASPECT OF MR. DENNEY'S TESTIMONY DO you ADDRESS?

5 I will discuss Qwest's new proposal for deaveraging of the UNE loop based on

6 Mr. Denney's criticism of the current proposal.

7
8

Q. WHAT DOES MR. DENNEY SAY IN HIS TESTIMONY ABOUT QWEST'S
CURRENT DEAVERAGING PROPOSAL?

9

10

11

12

13

14

15

Mr. Denney agrees that the deaveraging proposals of Qwest and AT8<T are

similar in this proceeding. Both are proposing to only deaverage the loop at this

time and both calculate loop cost at the wire center level and assign wire centers

to deaveraged zones based on cost. However, Mr. Denney recommends the use

of the HAI Model, version 5.2a, as the basis of the loop cost. Mr. Denney also

criticizes Qwest for using effectively the same method that AT&T used in the

prior deaveraging proceeding to establish its cost-based zones.

Q. DO YOU ADDRESS MR. DENNEY'S CLAIM THAT THE RESULTS FROM THE
HAI MODEL FORM A BE'ITER BASIS FOR THE LOOP COST?

18 No. Qwest witnesses, Mr. Buckley and Dr. Fitzsimmons, focus on the HAI Model

16
17

19

A.

A.

A.

as the basis for loop costs. Their testimony rebuts the assumption in the HAI
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1 Model and explains why Qwest's LoopMod is a better choice for establishing loop

2 costs.

3
4

Q. IS MR. DENNEY CORRECT, DID QWEST CRITICIZE THE METHODOLOGY
PREVIOUSLY USED BY AT&T AS ARBITRARY?

5 Yes. However, as I stated in my March 15, 2001 , direct testimony, Qwest

6

7

8

9

10

11

understood from the Commission's decision in the interim deaveraging docket

that although the it selected Qwest's interim proposal, the Commission favored

the proposals submitted by both AT&T and staff for establishing permanent rates.

Since both AT&T and staff used the method currently proposed by Qwest in this

proceeding, Qwest believed that it was proposing a method that would be

acceptable to the Commission.

12

13

Q. IS QWEST PROPOSING A DIFFERENT METHOD OF DEAVERAGING BASED
ON MR. DENNEY'S COMMENTS?

14 Yes. As Mr. Denney says, Qwest did criticize its method as arbitrary in the last

15

16

17

18

19

20

21

A.

A.

proceeding. Qwest agrees with Mr. Denney that the methods of grouping wire

centers by cost that were used by both the Washington and Minnesota .

Commission's are valid approaches to deaveraging. In addition, Qwest has

examined the deaveraging optimization program developed by Mr. Denney and

agrees that it works the way that he explains in his testimony beginning on page

46. Therefore, Qwest proposes to approach deaveraging in Arizona by grouping

the two lowest cost wire centers (i.e., Phoenix Main and Tempe) into Zone 1, and
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1

2

3

using the deaveraging optimization program to determine the appropriate break-

point between Zones 2 and 3. This results in the following costs, line counts and

percent distribution of lines for three deaveraged zones in Arizona:

4 Cost # of Lines % of Lines

5 • Zone 1 = $16.89 145,780 5.6%

6 • Zone 2 = $22.57 1 ,658,501 63.1 %

7 • Zone 3 = $34.34 823,336 31 .3%

8 Statewide Average Loop Rate = $25.95

9

10

11

The above costs and line counts are based on excluding the wire centers that

have been identified as being for sale from the calculation. Qwest believes,

however, that unless or until the sale is executed and becomes final, the

12

13

appropriate charge for a deaveraged loop is one that is based on the costs,

including the exchanges that are for sale.

14 J. Testimony of Mr. Dunkel

15 Q. WHAT ISSUES IN MR. DUNKEL'S TESTIMONY DO YOU ADDRESS?
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1

2

3

4

Mr. Dunkel states that Qwest is not treating unaffiliated DSL providers in a

nondiscriminatory manner with respect to its treatment of its cable TV affiliate,

Broadband Services, Inc. ("BSl"). l explain that Mr. Dunkel is incorrect and how

Qwest's treatment of BSI is absolutely appropriate pursuant to the FCC's Affiliate

5 Transactions rules under Part 32.27. I also explain how the Commission's

6

7

determination of permanent rates in this docket will guarantee that treatment of

BSI is nondiscriminatory with respect to the CLECs.

8
9

Q. CAN you EXPLAIN How MR. DUNKEL IS INCORRECT IN HIS ASSERTIONS
REGARDING THE PRICES QWEST CHARGES BSI?

10 Yes. Mr. Dunkel misconstrues the affiliate transactions rules in his testimony.

11

12

13

14

15

16

17

18

For example, on page 29 of his testimony Mr. Dunkel discusses a nonrecurring

charge of $80 for line sharing that Qwest currently assesses as an interim charge

to the CLECs until a permanent rate can be established. Mr. Dunkel claims that

Qwest "has simply decided that it does not consider this $80 charge a "prevailing

company price" or a "fair market value," and therefore chooses to charge its

affiliate using another method, which is the fully distributed cost method."

(Dunkel testimony, page 29-30). Mr. Dunkel fails to acknowledge that the $80

charge is a negotiated rate that is assessed for the connections necessary to

19 accommodate line sharing for CLECs. Qwest's proposal for a permanent

20

A.

A.

nonrecurring rate for the shared loop is $37.71 based, in part, on the flow-
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1

2

through assumptions incorporated in Qwest's nonrecurring study since the $80

was negotiated.

3 Pursuant to the affiliate transactions rules Qwest cannot use this interim rate as it

4 Qwest

5

6

7

8

9

10

11

12

is nei ther a prevai l ing company price nor a fair market value.

appropriately charges a fully distributed cost to BSI for the same types of

activities performed for it by Qwest personnel as required by the affi l iate

transactions rules. Qwest makes the same evaluation of the appropriate charge

under the affil iate rules with regard to every service that it provides to its

affiliates, including its cable W affiliate, BSI. The charges that Qwest applies to

BSI under the affiliate rules are subject to audit by a neutral third party, and are

filed with the FCC in Qwest's Cost Accounting Manual pursuant to the FCC's

accounting safeguards rules (Docket No. 96-150).

13

14

15

16

17

Effectively, Qwest charges BSI for time and materials on a fully loaded basis for

all of the work Qwest performs in much the same way as it would determine cost

on an individual case basis. However, unlike the ICE charges to CLECs, which

are based on forward-looking TELRIC costs, the charges to BSI are fully

This means that for cross-connects and otherdistributed actual costs.

18

19

20

installation activities, as well as for the ordering and sales functions performed by

Qwest, BSI receives none of the benefit of the forward-looking TELRIC costs that

Qwest develops for CLECs. For example, where Qwest assumes 85% flow-
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1

2

3

4

through on the INC activities in its proposed nonrecurring charge to the CLECs,

Qwest currently charges BSI for those activities with no "flow-through" assumed.

Thus it is highly likely that BSI pays as much or more than the CLECs do for the

same activities.

5
6
7

Q. IN MR. DUNKEL'S TESTIMONY, AT FOOTNOTE #41, HE STATES THAT
QWEST "PROMISES" IT WILL CHARGE BSI THE NONRECURRING ONCE
THE COMMSSION APPROVES THE TARIFF, IS HE CORRECT?

8 Yes. Pursuant to the affiliate transactions rules Qwest must charge its affiliates a

9

10

11

12

13

14

tariff price if one exists. Therefore, Qwest has stated that once the Commission

sets a permanent, published rate for a UNE element, that rate will apply to

Qwest's affiliates, including BSI. Whatever nonrecurring rate the Commission

establishes for activities associated with Qwest making the l ine sharing

connection will become the rate that Qwest charges the CLECs and BSI alike,

and Qwest will no longer charge BSI a fully distributed cost for those activities.

Q. DO you HAVE ANOTHER EXAMPLE OF HOW QWEST FOLLOWS THE
FCC'S AFFILIATE RULE TO PRICE SERVICES TO BSI?

17

18

19

20

21

15

16

A.

A.

Yes. Mr. Dunkel uses other examples of line sharing and collocation to "prove"

that Qwest does not charge appropriate prices to BSI. With regard to the line

sharing charge, particularly those related to collocation of the splitter, Mr. Dunkel

has failed to point out that the reason BSI does not pay for collocation of a splitter

in the central office is because BSI uses a different architecture to provide its
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1

2

3

video services. BSI does not make use of a splitter collocated in a central office,

instead, BSI owns a piece of equipment called a Universal System Access

Multiplexer ("USAM"). The USAM performs the splitter function and is located at

4 the remote terminal. Qwest charges BSI a ful ly distributed cost for the

5 connections required for BSI to access Qwest's distribution plant at the remote

6 location. Mr. Dunkel fails to mention that BSI also pays Qwest 50% of the

7

8

9

10

11

12

13

14

Commission approved subloop rate (or $7.67) to access the high frequency

portion of the subloop. This is much higher than the $5 loop charge that Qwest

proposes to charge the CLECs for line sharing over the entire loop. As stated in

response to ACC Request WD 6-158(D), the CLECs have this same option

available to them if they choose, as BSI has, to purchase and install similar

equipment remotely and then access Qwest's subloop. Qwest also provides the

CLECs the option of collocating the splitter in the central office, and has

developed the list of options and prices to which Mr. Dunkel refers, for that

15 purpose |

16

17

Q. DOES BSI COLLOCATE IN QWEST CENTRAL OFFICES, AND DOES BSI
PAY FOR SUCH COLLOCATION?

18 Yes. While BSI does not collocate line splitters in the central office, it does

19

20

21

A.

collocation other equipment in Qwest's central offices for which i t pays

collocation charges. These collocation charges are based on the published rates

contained in the interconnection agreement between Qwest and Covad for



Arizona Corporation Commission
Docket No. T-00000A-00-0194

Qwest Corporation
Rebuttal Testimony of Teresa K. Million

Page 64, June 27, 2001

1 careless collocation. costs not covered in the Covad

2

Other nonrecurring

agreement are charged directly to BSI at fully distributed cost.

3
4
5

Q. MR. DUNKEL STATES THAT BSI IS NOT REQUIRED TO PAY THE OSS
CHARGE THAT QWEST PROPOSES TO CHARGE THE CLECS, IS THIS
CORRECT?

6 A.

7

8

9

10

11

Yes. However, Mr. Dunkel only shared half of the response that Qwest provided

to ACC Request WD 4-106 in making his statement. Qwest specifically stated

that the reason for not charging the OSS rate to its affiliate is that BSI does not

use any of the OSS modifications made by Qwest to make line sharing available

to the CLECs.- BSI instead pays for the OSS that it does use on a fully

distributed basis.

12

13

Q. IF BSI REQUESTED CHANGES TO BE MADE TO SYSTEMS OWNED BY IT
OR QWEST, WOULD BSI PAY FOR THOSE CHANGES?

14 A.

15

16

17

18

19

20

Yes. As stated in response to ACC Request WD 6-161 any systems changes

made on behalf of BSI, or at its request, (whether to its own systems or to

systems owned by Qwest) are billed directly to BSI by the entity performing the

work at the time the work is performed. Therefore, unlike the OSS costs that

Qwest is seeking to recover from the CLECs, BSI pays up front for any changes

it required. The CLECs, on the other hand, are being allowed to pay through

recurring charges over time for expenditures that Qwest has already made to a
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1

2

third party (i.e., Telcordia) to modify its OSS to accommodate the CLEC

requirements regarding line sharing.

3
4
5

Q. CAN YOU COMMENT ON MR. DUNKEL'S RECOMMENDATION THAT THE
TARIFF CHARGES THAT APPLY TO UNAFFILIATED DSL PROVIDERS
ALSO APPLY TO QWEST'S AFFILIATED DSL PROVIDERS?

6 Qwest will continue to bill its affiliates for the use of its assets, facilities and

7

8

services pursuant to the affiliate transactions rules. These rules are under the

control and jurisdiction of the FCC and provide the hierarchy that controls what

9 price Qwest charges its affiliates. As the FCC's affiliate transactions rules

10

11

12

require Qwest to use tariff prices to price goods and services to its affiliates to the

extent that they exist, once the Commission approves permanent rates for UNEs,

Qwest must use those rates to bill its affiliates for the use of its assets, facilities

13

14

15

16

and services on the same basis that it charges unaffiliated providers for the use

of its UNEs. That does not mean, however, that BSI would be required to pay

Qwest for facilities or services, such as the OSS systems modifications related to

line sharing, that it does not use. BSI will continue to pay Qwest under the

17 affiliate transactions rules for OSS systems that it does use.

18 v. CONCLUSION

19
20

Q.

A.

BASED ON YOUR REBUTTAL TESTIMONY,
RECOMMENDATION FOR THE COMMISSION?

WHAT IS YOUR
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l

2

The Commission should accept Qwest's newly filed Cost Studies prepared in

response to the discussion by Mr. Weiss of Qwest's cost of money and the

3 inappropriate application of a composite sales tax in the TIF in Arizona. The

4

5

6

7

8

9

Commission should accept other changes to the studies made in response to

various interveners and discussed in the testimony of Mr. Fleming, Ms. Gude and

Mr. Buckley. The Commission should also accept Qwest's deaveraging proposal

and its DS1 and DS3 capable loops. Qwest has provided ample additional

evidence of the validity of its TIFs, except as modified for sales taxes, and has

demonstrated that the utilization factors used in its cost studies do not need to be

10 changed. Finally, the Commission should disregard what Mr. Dunkel has said

11 about line sharing with respect to affiliated versus unaffiliated DSL providers. As

12

13

explained above, his testimony consistently misconstrues Qwest's application of

the FCC's affiliate transactions requirements to its cable W affiliate, Bsl.

14 Q. DOES THIS CONCLUDE YOUR TESTIMCNY?

15 A.

A.

Yes, it does.
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The following Exhibits are provided in CD format:

Summary of Recurring and Nonrecurring Costs

#5206 - Integrated Cost Model (ICE)

#5207 - Enhanced Nonrecurring Cost Study (ENRC)

#5361 - Line Sharing - Collocation

#5205 - Line Sharing - OSS

#5238 - Collocation

#5301 - DS1/DS3 Capable Loops, DS1 Capable Feeder, Dark Fiber

#5235 - Subloop Distribution, Building Cable

#5296 - Vertical Features

LIS FlCT - Study is Being Withdrawn

#5354 - Channel Regeneration

Pole Attachment

Conduit Attachment

#5211 - Daily Usage Record File

#5352 - Direct CLEC to CLEC Interconnection

#5236 - Low Side Channel Performance

#5212 - Interconnection CLEC Service (ICNAM)

#5210 - Category 11 Records

#5297 - CLASS Call Trace

#5307 - Unbundled Packet Switching (UPS) - Recurring

#5300 - UPS DS1/DS3 ATM Switch Interface Port - Nonrecurring

#5299 - UPS Customer Channel/Distribution Connection - Nonrecurring

#5357 - Space Availability Report - Nonrecurring
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BEFORE THE ARIZONA CORPORATION COMMISSION

WILLIAM A. MUNDELL
CHAIRMAN

JIM IRVIN
COMMISSIONER

MARC SPITZER
CCMMISSIONER

IN THE MA'ITER OF INVESTIGATION
INTO QWEST CORPORATION'S
COMPLIANCE WITH CERTAIN
WHOLESALE PRICING REQUIREMENTS
FOR UNBUNDLED NETWORK
ELEMENTS AND RESALE DISCOUNTS

DOCKET no. T-00000A-00-0194
Phase II

AFFIDAVIT OF
TERESA K. MILLION

STATE OF COLORADO

COUNTY OF DENVER

)
)
)
)
)
)
)
)
)
)

Teresa K. Million, of lawful age being first duly sworn, deposes and states:

My name is Teresa K. Million. I am Director - Policy and Law of Qwest Services
Corporation in Denver, Colorado. I have caused to be filed written rebuttal
testimony and exhibits in support of Qwest Corporation in Docket No. T-00000A-
00-0194, Phase ll.

I hereby swear and affirm that my answers contained in the attached testimony to
the questions therein propounded are true and correct to the best of my
knowledge and belief.

Further affiant sayer not.

J

'1

day of 1SUBSCRIBED AND SWORN to before me this
2001 |

//% a, / //p
Teresa K. Million

\_4LA/mm7
N;}z(ry Pu rO res
D over Colorado

ldln t

2.

1.

My Commission Expires: / /44 m, 26703

1. I -
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BE IT REMEMBERED that the above-
entitled and numbered matter came on regularly
to be heard before the Arizona Corporation
Commission, 1200 West Washington Street, Phoenix,
Arizona, commencing at 9:10 a.m., on July 30,
2001 .
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Chief Administrative Law Judge
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Administrative Law Judge
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For Qwest Corporation:
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CALJ FARMER: Let's go back on the
record.

Are there any procedural items we need
to take up before we start the next witness?

MR. PATTEN: Just one. George Ford is
going to appear by phone tomorrow. Qwest has
agreed to that, and -- rather than having him make
a two and a half day adventure out here, if it's
acceptable to the hearing officer.

CALJ FARMER: Is that the 1:00 o'clock'?
MR. PATTEN: That's Dr. Collins.
Ford is available any time tomorrow

morning or tomorrow afternoon, depending on what
the schedule is.

CALJ FARMER; AT&T, are you ready to
call your next witness?

MS. STEELE: We are. AT8<T/WorldCom, and
XO call Mr. Tom Weiss.

THOMAS H. WEISS,
called as a witness, having been first duly sworn by
the Certified Court Reporter, was examined and
testified as follows:22

DAVIS WRIGHT TREMAINE, LLP
Ms. Mary Steele
2600 Century Square
1505 Fourth Avenue
Seattle, Washington 98101-1688

1
2
3
4
5
6
7
8
9

tO
11
to
13
14
15
16
17
18
19
20
21
22
23
24
25

23
24
25 DIRECT EXAMINATION

ARIZONA REPORTING SERVICE, INC. www.az-reporting.com
Court Reporting and Realtime Specialists

(602) 274-9944
Phoenix, AZ
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Q. (BY MS. STEELE) Sir, will you state your
full name for the record and also give us your
business address?

A. My name is Thomas Hayward Weiss,
W-E-I-S-S. My business address is 405 Crossway
Lane, Holly Springs, north Carolina, 27540.

Q. And on whose behalf are you testifying
here today?

A. On behalf of AT8tT/WorldCom and XO.
Q. And in front of you, Mr. Weiss, you

should have five exhibits.
They are marked in order, AT&T

WorldCom 6, which is a proprietary version of your
testimony filed on June 16th, then AT&T WorldCom
7, which is a nonproprietary version of the same
testimony, AT&T WorldCom 8, which is a proprietary
version of direct testimony filed on May 18th, and
then 9 is a nonproprietary version of the same
testimony, and finally, 10 is the summary filed on
July 25th_

Do you have those?
A. I do.
Q. Did you prepare those -- that testimony?
A. Yes, I did.
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Second, I examined the administrative
and technical assumptions that are used in the
AT8=T/WorldCom nonrecurring cost model.

Although Mr. Lathrop explains the model
in detail, l've addressed the validity of the
assumptions in my testimony.

Subsequently, on May the 18th, 2001, l
filed direct testimony to report and explain
results of my critical evaluation of Qwest's
LoopMod ll, the model with which Qwest computes
its cost of unbundled network elements.

With respect to recurring costs, l
examined Qwest's proposed annual charge factors
used throughout its recurring cost analyses, the
network architecture, and basic equipment
investment cost assumed by Qwest in its analysis
of the recurring cost, and the loading factors and
fill factors used to develop the incremental
investment costs that form the basis of Qwest
recurring cost proposals.

The results of my cost factor analyses
applied to all elements at issue in this docket.

However, I offer specific examples of
recurring rate proposals only for the following
network elements, based on Qwest's approach,

Page 1491

Q.
the testimony?

A.  None.
Ms. STEELE: I ask that AT&T WorldCom 6,

7, 8, 9, and 10 be admitted.
CALJ FARMER: Any objections?
MR. DEVANEY: No objection.
CALJ FARMER: AT&T WorldCom 6, 7, 8, 9,

and 10 are admitted.

Do you have any corrections to make to1
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Q; (BY MS. STEELE) Mr. Weiss, do you have
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adjusted for changes that I recommend to the
various Qwest cost factors: DS-1 capable loops
for all zones, DS-3 capable loops for all zones,
unbundled direct interoffice transport for DSO,
DS1, DSS, OCT and OC12 multiplex arrangements, and
finally, shared transport.

From these analyses, I determined that
Qwest's recurring cost proposals in this case are
overstated by approximately 125 percent, relative
to my own findings concerning recurring costs of
all interconnection and unbundled network
elements.

With respect to nonrecurring costs, I
reviewed Qwest's alleged work times and the
probabilities used to develop the nonrecurring
costs that were attributable to making network
elements available for use by competitive local
exchange carriers, and Qwest nonrecurring charges
developed from those activities.

From this review, I conclude generally
that Qwest proposals for the costs of nonrecurring
activities are overstated by between 50 and
70 percent, relative to the true, forward-looking
costs of processing and completing flex request
for interconnection and unbundled network

a short summary of your testimony?
A. Yes, I do.

In connection with this docket, I fled
two sets of direct testimony on behalf of AT&T
Communications for the Mountain States, WorldCom,
and xo.

My initial direct testimony was filed on
May the 16th, and it serves two general purposes.

First, I examined Qwest cost studies
related to recurring and nonrecurring charges, and
l responded to Qwest witness Ms. Million regarding
her assertion that Qwest cost estimates are
allegedly total ultimate long run incremental cost
control and that the resultant prices Qwest
proposes are purportedly correct.

ARIZONA REPORTING SERVICE, INC.
Court Reporting and Realtime Specialists

www.az-reporting.com (602) 274-9944
Phoenix, AZ
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elements.
I recommend that the Commission use the

results from the nonrecurring cost model as
described by Mr. Lathrop to establish Qwest's
nonrecurring charges applicable to local
interconnection and UNEs in this docket.

Finally, with respect to loop costs, my
critical evaluation of Qwest's Loop Mod ll model
for estimating the cost to provide unbundled loops
for use by CLECs reveals that the accuracy of the
results reported out of LoopMod depend upon input
assumptions relative to seven key variables,
including fill factors, placement methods and
structure sharing, which influence the cost that
lLECs incurred to engineer and constructing loop
plan.

I examined Qwest's assumptions with
respect to each key variable, and l explained that
Qwest's analysis overstates the cost of providing
unbundled network loops.

That concludes my summary.
MS. STEELE: Mr. Weiss is available for

cross-examination.
CALJ FARMER; First, any questions from

Staff, or Sprint?
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Q. Did you pursue an advanced degree in
electrical engineering?

A. No, but as an undergraduate, my grades
were sufficiently decent that l could take
graduate courses to substitute for undergraduate
courses in getting my degree.

Q. Do you have an advanced degree in
electrical engineering?

A. Not in electrical engineering.
Q. Now, as l understand it, your first

professional job in the telecommunications
industry was as a supervising plant extension
engineer with GTE, is that correct?

A. Yes, that's correct.
Q. What year was that?
A. That began in 1970.
Q. How long did you hold that position?
A. Until, l believe, it was 1973.
Q. As l understand it, your

responsibilities included statistical evaluations
and other analyses that you relied upon to give
management recommendations on how to grow the
network and what products to emphasize.

Is that a fair characterization?
A. No, that's not a fair characterization.

Page 1495 Page 1497

MR. HEATH: No questions.
MR. PATTEN: No questions.
MR. KEMPLEY: No questions.
CALJ FARMER: Qwest?
MR. DEVANEY: I have a few.
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CROSS-EXAMINATION.

Q. Correct me, then.
A. Basically, my job was to develop the

plans for network expansion.
For example, if our analysis indicated

that a new wire center should be installed
someplace, we would do the placement of the wire
center.

We would do economic analysis to
determine which kind of switch would best fulfill
the needs of that wire center, how many lines and
so forth, what sorts of outside plant should be
there, how it should be routed, that sort of
thing.

Additionally, we -- one of the biggest
jobs l did was to recommend a Class 4 toll center
for GTE in southern Alabama, and we planned that
center, and of course, we had to interface with
the regional Bell company at that time to do that.

So it was not product-oriented, if you
will. You used the word, "product." I didn't do
statistical analysis such as your question
implied, like market analysis. That wasn't my
job.

Q. (BY MR. DEVANEY) Good morning,
Mr. Weiss.

A. Good morning.
Q. My name is John Devaney. We met by

telephone deposition about a month ago.
A. Yes. How are you?
Q. Fine, thank you.
A. it's nice to put a face with a name.
Q. I want to go through most of the areas

that you touched upon in your summary, and we'll
try to move along at a pretty good pace, but let
me begin by asking you some questions about your
background so we understand the perspective you're
bringing to this proceeding.

You do have an undergraduate degree in
electrical engineering, is that correct?

A. That's correct.

1
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It was engineering.
Q. And then your next position with GTE was

ARIZONA REPORTING SERVICE, INC. www.az-reporting.com
Court Reporting and Realtime Specialists
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Page 1498
as a division engineering manager, is that
correct?

A. Yes, that's right.
Q. When did you assume that position?
A. In 73.
Q. How long did you stay in that role?
A. It was either until '76 or '77. I don't

recall precisely, but from there, l was sent back
to the general offices in Durham, North Carolina.

Q. And in that position, am I correct in
understanding that your primary responsibility was
for the construction and maintenance of GTE's
network buildings in Alabama, is that --

A. No, that's definitely not right.
Q. Correct me, then.
A. My responsibility there was to the

vice president for the State of Alabama, and l was
responsible for all the engineering functions that
went on in the state.

For example, I was responsible to do
certain switching -- to engineer certain switching
jobs. All the outside plant jobs were engineered
by me or my people. The land and buildings
function fell under my control.

I did not have responsibility for
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Q. Strike duty?
A. -- someone went on strike.
Q. Now, am I correct in understanding that

you took your first consulting job in 1978?
A. That's correct.
Q. And is it fair to say you've been a

consultant since then?
A. Yes.
Q. And I think you state in your testimony

you've testified in 26 states and more than 135
proceedings since 1978, is that correct?

A. That's approximately correct.
Q. Roughly. I'm not trying to hold you to

specifics, but that's in the ballpark?
A. Yes, sir, that's right.
Q. And have you ever had responsibility in

any of your positions with GTE or with any other
phone company for providing wholesale services to
other carriers?

A. To other carriers?
Q. Yes.
A. Well, with the Mountain Telephone

Company, of course, we provided service to
interconnectors interexchange carrier service,
yes.
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Page 1499

maintenance or construction. Strictly engineering
and management of the engineering function.

Q. And then you left GTE in roughly 1978,
is that correct?

A. 1978, that's correct.
Q. And let me ask you: Are you familiar

with the job title, outside plant engineer?
A. A little bit.
Q. what is your understanding of what that

is?
A. Outside plant engineer is, literally,

design the outside plant that goes into building a
wire line telephone network.

Q. Are those the folks that go out in the
field and do the construction?

A. No, they're not.
Q. Have you ever held the position of

outside plant engineer?
A. l haven't held the position of outside

plant engineer, but obviously, in order to direct
an outside plant organization or an engineering
organization, I had to know about outside plant
engineering, and I have done outside plant
engineering when the requirement was for someone
to do it in management when, for example --
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Q. How about local interconnection or
access to UNEs? Have you ever had responsibility
for providing that type of service?

A. Yes, l've had the responsibility.
However, I was successful in fending off those
activities by carriers that wanted to get into our
territory with either wholesale or interconnection
and UNEs.

And by that, I mean -- I can't remember
the name -- it may have been AT8tT tried to get
into VTeI's territory when I was up there.

Q. To interconnect or have access to
VTeI's UNEs?

A.  Yes.
Q. And you were involved in denying that

access?
A. I was involved in negotiating it, and

ultimately, I hope, persuading that company not to
do that right then.

Q. But in terms of the activities that are
required to provide other carriers with local
interconnection or access to unbundled network
elements, is it fair to say you've not been in a
position where you've had responsibility for those
activities?

ARIZONA REPORTING SERVICE, INC.
Court Reporting and Realtime Specialists
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A. You're referring to such things as are
covered by nonrecurring charges? Is that what you
mean?

Q. l'm referring to the whole gamut of
interconnection activities and providing access to
UNEs.

A. Well, obviously, in my position with
VTeI, I was responsible for interfacing with the
carriers that interconnected with VTel, and that
included the RBOCS, which at that time, was Bell
Atlantic.

It included, for example, as just
indicated, AT8.T and other carriers.

Q. l 'm curious. Let me pursue that a
little bit.

When you say interfacing with the other
carriers, what type of interfacing are you
referring to?

A. Certainly, negotiating and taking their
comments or their complaints, l guess, that they
weren't getting suitable, I guess, action out of
my people.

Q. Did you think that that interfacing with
those carriers was an important support service
for those carriers that VTel had to provide?
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A. Class A.
Q. When did it achieve Class A status?
A. Well, the Class A status, they've

adopted the Class A accounting rules, l'll put it
that way.

I guess, technically by the FCC's
definition, they're not Class A, but we considered
ourselves Class A for accounting purposes.

Q. Now, your clients in this case, AT&T,
XO, WorldCom, do you know if they are
facilities-based providers here in Arizona?

A. I do not know whether they're
facilities-based or not. I would presume that
they are to some extent.

Q. Do you know if they are using UNEs for
retail?

A. I know they're trying to use UNEs, and I
believe they are.

Q. You believe they are using UNEs?
A. I believe they are, yes.
Q. And how about resale, do you know what

activities are involved with resale?
A. I know what kind of activities are

involved with resale.
Q. Do you know if your clients are using

Page 1503 Page 1505
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A. Yes.
Q. Now, you've mentioned VTeI, and let's

just be clear for the record.
That's Vermont Telephone?

A. That's correct, Vermont Telephone
Company.

Q. And you served as a consultant for Wei
sometime in the mid to late '90s, is that correct?

A. Began on October 1, 1997, and concluded
about -- I believe it was March 2000. Yeah, it
was March 2000.

And I literally was hired by the
chairman and chief executive officer of Vermont
Telephone Company to assist them in getting out of
a major problem that the company had.

The company was providing poor service.
It was -- it had a terrible reputation with
regulators, and I think as a result, hopefully, of
my participation with them, they're now looked
upon in Vermont as one of the premier telephone
companies in the state, even including Verizon.

Q. Am I correct in understanding that Wei
serves about 20,000 lines?

A. Yes, sir, that's correct.
Q. And is it a Class B telephone company?
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resale in Arizona?
A. I do not know that they are or not.
Q. Did you speak with any employees at

WorldCom in connection with preparation of your
testimony in this proceeding?

A. Yes, I spoke with Roy Lathrop on several
occasions.

Q. And how about XO?
A. I had breakfast this morning with

Mr. Knowles.
Q. How about -- l know you prepared your

testimony before breakfast this morning, but --
A. No, not for purposes of preparing my

testimony. I didn't speak with Rex for that
reason.

Q. How about AT&T, did you speak with any
employees from AT&T in connection with preparation
of your testimony?

A. Well, certainly, I spoke with Ms. Baker,
with -- well, with Mr. Hydock. To some extent, I
spoke with Mr. Denney.

Q. And in preparing your testimony, did you
rely -- let me backtrack.

You are a self-employed consultant with
no one else working with you, correct?
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A. Technically, I have a -- what I would
refer to as a stable of people that I can call on
when l need them, such as l'm doing now. l'm
doing a 271 case in Rhode Island, and I have five
other people, including Ph.D. economists, that l
use in those cases.

Q. In this case, did you rely on anyone
outside yourself for your testimony?

A. No, and l'd like to make it clear that
l'm -- I work for a corporation by the name of
Weiss Consulting, Inc. it's a Chapter C company.

Q. But in terms of preparing your
testimony, you did not rely on anyone else?

A. No, sir.
Q. All right. Let me digress and get into

a little bit of substance now. l want to ask you
a few background questions about OSS, operational
support systems.

Would you agree that an ILEC like Qwest
is required to provide CLECs with access to
existing OSSs?

A. I would -- the word, "existing," is
troublesome for me, and the reason that it's
troublesome is because existing OSSs are not
probably up to speed technically to the full
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of the ability of the systems to be remotely
configured, if you will.

Q. Is it your understanding, Mr. Weiss,
that Qwest has different OSSs through which orders
are processed for its retail division as compared
to its wholesale division?

A. To some degree, l'm certain that there
is some difference between the relationship of an
OSS system at retail and wholesale.

For example, in the retail system, a
customer will call in to Qwest to a service order
provider or a service representative, and place an
order orally, verbally, over the telephone.

The OSS systems that l believe the FCC
envisioned and that others in this country have
envisioned is a fully automated system for CLECs,
whereby a CLEC interacts digitally with the OSS
system, and that's one major difference there.

Q. Are you familiar with the distinction
between OSS interfaces which provide access to
back end OSS systems, on the one hand, and the
actual back end OSS systems on the other? Are you
familiar with that distinction?

A. Sure, but I lump them all together.
Q. Let me just break them out and ask you a
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TMN standards.
They're in the process of evolving in

that direction, and that includes the OSSs with
which l'm familiar out of Rhode Island or, you
know, in the northeast.

Q. Okay. So is it your view that for
purposes of nonrecurring cost studies, for
example, that it's appropriate to assume OSSs
different from those that Qwest currently has in
place?

A. Yes, and the reason for that is, if
Qwest is allowed to continue going forward with an
OSS that is not consistent with TMN standards that
l'm sure they're working to get to, to some
extent -- and in fact, it almost has to have those
standards embodied in its retail operation right
now -- to the extent that you're not there yet,
you still owe it to, in my view, the nation as a
whole if we're going to get this competition thing
moving correctly.

You need to have fully-implemented all
of the OSS systems that can be implemented on a
mechanical, if you will, or automatic -- in an
automatic mode.
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couple of questions about them.
Is it your understanding, with respect

to the back end systems that do the actual order
processing, that Qwest has a different back end
system for wholesale orders than it does for
retail orders?

That is to say, they can take advantage

A. Well, how far back end do you want to
go?

Obviously, there are databases that are
shared between the retail and the wholesale or the
retail and the UNE environment.

There are automatic mechanisms, for
example, that can reprogram the SONET network or
reprogram remote digital units, and that can be
done either on a retail or wholesale basis -- I
mean, a retail or a UNE basis.

So, yeah, there are aspects of U.S. --
or Qwest system that l'm certain are shared
between UNE provision and the end user provision.

Q. Have you ever actually evaluated Qwest's
back end systems?

A. No, I have not evaluated Qwest, but I
have been involved in evaluating the system used
by Verizon in the northeast.

And incidentally, I don't understand --
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Q. No --
A. -- the systems to be greatly different.
Q. No question is pending right now.

When you speak of a need to have OSSS
fully automated for CLECs, are you referring to
the back end systems, or are you referring to the
interface systems we've talked about?

A. Weil, l'm referring to the back end
systems as well.

Because, frankly, if one is to place --
regardless of who they are, regardless of whether
they're an end user or a CLEC taking UNEs
interconnection, Qwest should have implemented or
be implementing certain automatic capabilities of
the network.

For example, integrated digital loop
carrier. That can be implemented either at the
CLEC/UNE sort of arrangement or at the end user.

Q. In making your recommendations in this
case with respect to nonrecurring charges, are you
assuming that Qwest should have in place fully
automated interfaces and fully automated back end
OSS systems?

A. Eventually, on a forward-looking basis,
Qwest should have those.
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first prescribed, what, back in 1996?
Q. Just a couple more questions on OSS

before we move on.
Am I correct in understanding you've

never designed an OSS system?
A. No, l've not designed an OSS system.

I had designed systems both manual and
somewhat automated that pertained to OSS systems
as I would like to see them, but l've not designed
an OSS system that is automated to TMN standards
from front to back.

Q. Is it fair to say that you've never
performed a modification to the OSS system?

A. Yes. I have performed modification to
OSS systems.

Q. W hen did you do that?
A. Well, obviously, in retail, we had to be

sure that when we took a customer's order, it was
done right, and to the extent that there were any
failures, in that regard, I was responsible to see
that they were corrected.

Q. Did you actually go in and modify an OSS
system by changing software or working with
programs?

A. Yes, changing software we did, yes.
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Whether they have them in place now -- I
am certain they don't, and they really must work
toward that goal.

Q. My question specifically is: Are the
recommendations you have made, are you assuming
that Qwest would have fully automated interfaces
and fully automated back end OSS systems?

A. l am anticipating that Qwest would have
fully TMN-compliant systems in place and
operational.

Q. And that underlies your recommendations
with respect to nonrecurring charges in this case,
is that correct?

A. Yes. My recommendations with respect to
nonrecurring charges only apply to the technical
aspects of the nonrecurring charge study that's
been sponsored by AT8.T and WorldCom.

Q. Am I correct, Mr. Weiss, that you're not
aware of any carrier that has a fully
TMN-compliant OSS system in place today?

A. At this juncture, you're absolutely
right. l'm not so aware, but l am aware that
these carriers are working toward it.

Most of the carriers are basing their
systems on the old Bell Course system that was
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Q. When was that?
A. Sometime between '97 and 2000.
Q. You did that for VTel?
A. Yes. lwantto make it clear to you. I

don't want to mislead you. I did not go in and
write the code.

What we did was to buy someone else's
code.

Q. Have you attended any industry forums on
ass in the last three to four years?

A. Well, industry forums, no, but I
certainly have participated in evaluations of OSS
systems that go much deeper than industry forums
on ass .

Q. Let me ask you some questions now about
your testimony relating to LoopMod, and that's
your May 18th testimony.

Now, it's obvious from your testimony
you are aware that there are two competing cost
models in this case with respect to the loop?
That is, LoopMod and the HAI model, is that
correct?

A. Well, you know what, l think a
LoopMod -- I don't think LoopMod is a model. I
think LoopMod is a series of spreadsheets.
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That's different than the HAI model.
Q. But you take it that there are two --
A. Competing approaches, yes.
Q. Fine. You are not involved in designing

or developing the HAI model, is that correct?
A. Yes, sir, that's correct.
Q. And it's also correct you have not

conducted analysis or evaluation of any kind of
the HAI model in this proceeding, is that correct?

A. That's correct.
Q. And it's also true you've not conducted

analysis of any of the inputs to the HAl model to
determine if they are reasonable, is that correct?

A. Well, l've been dealing with the HAI
model in one form or another, I guess, since it
first was introduced.

And I was critical of the model in early
years, but it's been -- many of my criticisms were
rectified as the model evolved.

Q. But let me ask the question again,
Mr. Weiss: Is it correct that you have not
analyzed the inputs to the HAI model to determine
if they are reasonable? And that is the version
of the model in this case.

A. Let me give you an example.
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A. Yes, it is.
Q.  I then asked you, "Well, then I can

probably short circuit things as we go on here.
Is it fair to say that you've done no analysis of
any of the inputs in the HAI model to determine if
they are reasonable?"

And you answered, "That's correct. That
was not part of my charge here at all."

Is that testimony true and correct?
A. Yes, and the distinction between my

earlier answer and that answer is that I did not
analyze the HAI model's inputs.

I simply tested or looked at the HAI
model's inputs relative to my recommendation, and
I found that they were pretty much in line.

Q. Now, do you have your testimony summary?
A. Yes, I do.
Q. l'd like you to turn to --
A. The exhibit? The one that was marked as

Exhibit 10, I think.
Q. I'm sorry, I didn't pay attention to

which exhibit number it was, but the summary
testimony you filed just a couple of days ago?

A. Yes, I have that.
Q. On page 7 of that exhibit --
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Q. Can you answer that question?
A. No, you're wrong, because basically,

you'll recall that I criticized the LoopMod for
its selection of the crossover point between
copper and fiber in the feeder.

Well, I did that because it's wrong, and
I looked at what HAI said after I looked at what
your model produced, and I found that their model
produced pretty much what I said should happen.

Q. Mr. Weiss --
A. So I did analyze them in that

connection.

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

A. Yes, sir, I have that.
Q. -- you state that, "HAI stands head and

shoulders above LoopMod," and you ultimately
recommend adoption of HAI for this Commission,
correct?

A. Yes.
Q. And you've just testified, correct, that

you testified accurately that you have not done
analysis of the HAI model, is that right?

A. That's correct.
Q. Let's turn to fill factors for a moment,

Mr. Weiss.
What is your understanding of the term,

"fill factor"?
A. Just a minute. Fill factor is the

portion of pairs or the portion of capacity that
is used to provide service relative to the total
capacity that's available for providing service.

Q. Have you ever designed a distribution
network?

A. Yes.
Q. When did you last do that?
A. Well, in '94 -- I believe we talked

about this in the deposition as well -- about the
work that I did in New Mexico with U S West

Q. Mr. Weiss, let me ask you this, given
your answer -- l'm going to read you a couple of
questions I asked you in your deposition a month
ago.

I asked you as follows, and this is on
page 55 to 56 of your deposition: "Did you do any
analysis to determine if the placement costs in
the HAI model are reasonable?"

Your answer was, "I have not done any
such analysis, no. I was not -- wasn't part of my
responsibility to evaluate the HAI model in any
way, shape, fashion, or form."

Is that testimony true and accurate?
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relative to the Las Companos community north of
Santa Fe.

Q. And my memory of that was that it was a
project involved -- what you described as an
exclusive community and the building of some
distribution plant within that community, is that
correct?

A. Yes. Well, it was not only
distribution, but it was feeder.

Qwest -- or U S West at the time -- was
not willing to provide service to the community
without exorbitant contributions made at
construction.

And I was hired by the community to kind
of interface with Qwest and see if we couldn't
work it out.

Q. And that project involved about 600
customers, correct?

A. don't think it was more than that.
Q. Excuse me?
A. ldon'tthink it was any more than that.
Q. Okay. Other than that experience, have

you ever been involved in the design of a
distribution network?

A. Well, l've certainly supervised
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ultimate size in a distribution area, I don't
think that you should have three copper pairs per
location in any distribution area, or five, or
two, or whatever.

Q. What is your understanding of the
meaning of "ultimate demand"?

A. Well, ultimate demand would be to cover,
for example, in a residential distribution area --
would be to cover every possible residential lot
in the area, serve it, have the potential or the
capacity potentially to serve every one of them
with one or more pairs.

Q. With the design of a distribution
network, do you agree with the proposition that
it's consistent with a least-cost approach to
place enough facilities now to serve ultimate
demand from customers as opposed to not placing
enough facilities and going back later and
retrenching?

A. Retrenching -- now, we're talking about
copper cable exclusively?

Q. That 's r ight.
A. And in my world, which is a more

realistic view of the world than Qwest has, we're
not dealing with pure copper cabling. We're
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distribution network design in my capacity as the
division engineering manager in Alabama.

Q. And that was back in the mid-'70s with
GTE?

A. Yes.
Q. Now, in your view, should a distribution

network be sized to serve ultimate demand?
A. Well, a distribution network should be

sized to meet ultimate demand, I guess, if you
look at it purely as wire line.

Certainly, the capacity to serve
ultimate demand in a distribution network should
be available in short order.

That is to say, if you're going to build
a distribution network, for example -- a
distribution network that involves fiber to the
curb, for example, is an up and coming technology.

Obviously, you wouldn't be deploying
copper cable in that situation. You'd be using
fiber facilities.

So the fiber facilities, as you know,
are a great deal more flexible than copper ever
would be.

So to the extent that you talk about
sewing ultimate demand in a distribution area or
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dealing with fiber as well as some copper.
So in my world, you put the fiber in.
I don't know whether you know this or

not, but I suspect you do, that the capacity of a
fiber to carry voice grade lines depends upon the
type of electronics that's installed on that
fiber, and indeed, the type of light wave
equipment that's used to illuminate it.

So when you talk about installing fiber
in the distribution network, what you're talking
about is laying one fiber one time or one fiber
sheet one time, and never having to go back and
lay any other fiber sheets. it's like laying five
million pairs of copper cable in the ground there.

Q. So are you assuming that the cost in
this case ought to have all fiber networks?

A. No, l'm not.
Q. With respect to copper, do you agree

that it's the least-cost approach to put in pairs
now to serve ultimate demand as opposed to waiting
for demand from customers to arise later and then
going back in and reinforcing?

A. Okay. The answer to that question is
no. l don't believe that it makes sense to
install copper cable to meet the full potential
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Q. Yes.
A. The marginal difference?
Q. Yes.
A. It's the cost of the copper.
Q. Do you agree with the statement that a

fill factor must be a reasonable projection of the
actual usage of the element?

A. Yes.
Q. Mr. Weiss, have you conducted any

analysis of the frequency of additional line takes
here in Arizona?

A. No, I have not, although I understand a
number, something like 17 percent or 14 percent,
of total initial -- taking additional lines. I
think Mr. Buckley said that or something along
those lines.

l have no reason to doubt it.
Q. Now, you are recommending distribution

fills of .6250 in Density Groups 1, 2, and 5 of
LoopMod, is that correct?

A. Yes, sir.
Q. And a distribution fill of .667 density

groups -- in Density Groups 3 and 4 of LoopMod,
correct?

A. Yes, sir, that's right.

For example, enough fiber or enough
copper cables or pairs to reach every potential
lot in the subdivision, I don't think that's the
appropriate thing to do right off the bat.

Q. But do you agree that it's appropriate,
when you design a distribution network, to allow
for some additional line takes at residences or
business locations that are likely to have
additional line takes in the future?

A. Certainly, and l've so testified here.
Q. And that's a least-cost approach, isn't

it?
A. Well, you know, if you take a least --

if you're talking about least-cost versus
convenience and efficiency of providing service,
we're talking about two different things.

When you refer -- my way of thinking,
from what you've said to me in the example you
gave about laying all the copper in the ground,
that is not going to be a least-cost approach.
Although it may hit all of the lots in a
subdivision, that's still not necessarily a
least-cost approach.

Q. Mr. Weiss, if engineers have some data

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Page 1523

upon which they can predict with some reliability
that certain Density Groups are more likely to
have additional line takes than others, would you
agree it's a reasonable engineering decision to
put extra pairs in those density groups?

A. l'll agree that it's -- makes sense to
put extra pairs in those Density Groups if you're
dealing purely with copper, and that's no
different than the testimony l've given earlier.

Q.. Okay. And depending on the demand from
those Density Groups, would you agree it could be
reasonable to build at least two pairs per site?

A. Two pairs per site is -- for copper
cable?

Q. Yes, we're talking about copper.
A. Two pairs per site has been a standard,

I guess, for many years.
Q. And would you agree that some density

groups may have sufficient demand to justify the
initial placement of three pairs?

A. l've so testified.
Q. Do you know what the additional cost is

of installing two copper pairs instead of one, or
three instead of two?

A. Marginal cost?
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Q. And those recommendations aren't based
on any data that you presented that we could get
our hands on and analyze, is that correct?

A. No. It's -- as I indicated to you, I
believe, in deposition, there is no hard and fast
piece of paper or electronic files that i used to
develop that number.

That number is my belief based on what I
know about the network as it stands today and
where the network's headed in the future, as l
explained in my summary.

Q. And just to be clear, there are no work
papers that show your conclusions of those fills,
there's nothing like that?

A. No, but I do explain the reasons behind
the fills in the testimony.

Q. But you didn't sit down and calculate
anything, correct?

A. No, I did not sit down and calculate
anything.

Q. in coming up with those fill
recommendations, what additional line take
percentages did you assume?

A. Well, as I point out in my testimony,
that every line in the distribution area would --
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or every location in the distribution area would
have at least one line.

Some locations would have -- would take
more than one, and still others would take more
than two.

Q. Did you developany percentages as to
what percentage of households would take one line,
two lines or three lines?

A. In my testimony, I refer to that on
pages 9 and 13, I believe.

Q. Just to be clear, my specific question
is: You've proposed two specific fill rates in
this case, .6250 and .657?

A. For distribution?
Q. For distribution, that's correct, and my

specific question is: In coming up with those
specific figures, did you assumepercentages,
specific percentages of line takes for the density
groups that you've talked about?

A. Yes. That's covered from page 12, line
18 of my May 18th testimony, through page 13, line
7 of the same testimony.

Q. And thoseassumptions about line takes,
are they based upon any data that you've analyzed?

A. Well, data? They are based on data that
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explain only to the extent that you ask.
Q. Okay.
A. And maybe my counsel can pursue that a

little further.
Q. l'm sureshe will.
A. Let's hope.
Q. I think it's quite plain that she will

now, Mr. Weiss.
A. That was my objective.
Q. Excuseme?
A. My objective was to send a message.
Q. I think you've been successful.

Now, Mr. Weiss, would you agree that to
reach a fill of .667 in Density Groups3 and 4
wherethere's a three pair per site design in
LoopMod, there would have to be a second line take
rate of more than 100 percent?

A. No. l don't know where you're getting
that.

Let's assume that you have got three
lines developed or three lines objective, three
lines per site. Every line in the subdivision, if
you will, or the density group would have -- yes,
I see where you're headed.

Yes, that's true.
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l've seen, but I want to make it clear that -- you
know, I don't go out and say to, for example, the
telephone companies that I consult with, "Give me
the information that I need to present a position
against Qwest in Arizona."

I do see these data on occasion, and I
have asked for these data on occasion. And I get
it, and I form opinions about it, based on my
experience and knowledge for over 30 years.

So what you see here is not me sitting
there looking at somebody's presentation and
counting pairs and counting extra line takes and
things of that nature. That's not what it is.

This is my belief as an expert in the
field.

Q. Okay. All I'm trying to get at, and
this is the last question I want to ask you about
this is: If I wanted to probe or test your
assumptions about line take percentages that
you've pointed me to here, all I can do is talk to
you about it? I can't really look at any data or
calculations you've performed, is that right?

A. Yes. You can talk to me about it, and
I'll give you answers, and I'II explain it.

But in this particular forum, I can
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Well, on average, every site would have
to have at least two.

Q. Correct.
A. But that's not on average. Take me, for

example. My office is in a subdivision. I have
four lines coming to my house, plus an ADSL
service.

Other people that live in my
neighborhood have similar kinds of usage. The
network is built for three. The neighborhood is
built for three lines, basically, but I can think
of several people that have five, six.

So on average, there's going to be a guy
that only has one. There's going to be a guy that
takes five, another guy that takes four, and so
forth and so on.

Q. But you do agree with me that on
average, to support your proposed fill for Density
Groups 3 and 4, you'd have to have every customer
location, on average, taking one additional line?

A. That's right, and of course, Density
Groups 3 and 4 I construe to be in -- what shall
we say -- more sophisticated kinds of users of the
telephone network, people that are in upper income
brackets, maybe.
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Q. Mr. Weiss, am I correct in understanding
that you did not ask your clients in this case
about fills that they have experienced in
distribution planning?

A.  No,  I  d idn ' t  have any  reason t o  ask  my
c l ients  that .  I  a l ready  knew what  my  exper ience
demons t rated,  and I  don' t  need to ask  my c l ients
what  they  did --  what  they  do.

Q. Let's talk about drop lengths, which is
the next input, l think, you focused on for
LoopMod -- actually, l'd like -- before we get to
the substance of that, l'd like you to turn to ,
your summary, which you kindly pointed out to me
is Exhibit 10, I think.

A. Yes, I have that.
Q. Would you turn to page 4, please, of

your summary?
In the second full paragraph on that

page, you somewhat chide Qwest for pointing to an
engineering practice that has dated back as far as
1982, and l'm paraphrasing here, but you say that
the network has changed so much since then that
any reference to data from that period is of no
value when it comes to the debate over
distribution plant.
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I  unders tand Qwes t 's  calculat ions  of  i t s  average
drop length,  i t  d id not  take into account  drop
lengths  that  may  be --  or  the equivalent  of  drops
that  may  be deployed,  for  example,  in of f ice
bui ld ings  or  in  denser  communi t ies .

Jus t  t hose communi t ies  that  would tend
to have longer  drops  i s  what  Qwes t  evaluated.

Q .  L e t ' s  a s k  a b o u t  w h e r e  y o u ' r e  l i k e l y  t o
f i n d  l o n ge r  d r o p s .

D o  y o u  a gr e e  w i t h  t h e  p r o p o s i t i o n  t h a t
s t a t es  t ha t  t end  t o  hav e  l a rge  ru ra l  a reas  a re
m o r e  l i k e l y  t o  h a v e  l o n ge r  a v e r a ge  d r o p  l e n gt h s ?

A .  I  don ' t  necessar i l y  agree wi t h  t hat .
Take the s tate of  New York ,  for  example.

The s tate of  New York  has  a large rura l  area,  but
the c i t y  o f  Manhat tan has  such a huge urban
condensed area,  t hat  on average,  the Ci t y  of  New
York  would be heav i l y  weighted towards  shor ter
drops ,  i f  you looked at  them.

Q. Let me ask a different way: Do you
agree that rural areas tend to have longer drops
than urban areas?

A. Certainly, yes.
Q. And at page 16 of your May 18th

testimony, in support of your recommendation that

Page 1531 Page 1533

Qwest drop lengths in LoopMod be reduced by 30 and
50 percent depending on the density zone,  you
cited a VTel Telcordia study, correct?

A .  R i gh t .
Q. And this appear s on page 16,  l ines 13

through 18,  correct?
A.  Yes,  that 's  r ight .
Q. And you say,  "Per iodic studies of the

average physical  character istics of loop plant
conducted by the former  Bel l  Operating Companies
have shown that the average length of service
drops nationwide has been approximately 73 feet,"
and you drop a footnote there that ci tes
"Telcordia Technologies.  Telcordia Notes on the
Network,  Issue 4,  October  2000."

Do you see that?
A .  Y e s .
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Q. just want to show you that page,
Mr. Weiss, am I correct that pr ior  to my

handing this to you,  you had never  seen the study
that you've ci ted in your  testimony?

Do you see that?
Have I fairly characterized your

position?
A. I believe I called it anachronistic.
Q. Now, drop lengths, drop lengths are part

of the distribution network, correct?
A. Well, I kind of look at drops as being

kind of a separate element. The reason that l do
is because with drop, you can have more than one
kind.

With distribution plant, certainly, you
can have more than one kind.

But there's a different kind of drop
that can be used, depending upon the customer
type, a different kind of distribution that can be
used, depending on customer type, different kind
of feeder that can be used.

So I kind of look at drop as being a
separate element of the network.

But I do believe that you refer to it,
or Qwest uses the -- or kind of incorporates drop
with the distribution network.

Q. That's not unreasonable, in your view,
is it?

A. well, it could very well be, because as

A. l 've never seen the l i teral  s tudy that
was conducted .

For example, I  couldn't  tel l  you what
sampling technique they used,  what areas they
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data, because this document wouldn't allow me to
say one way or the other.

I do know that the loop survey was a
1983 loop survey, but if you look at the upper
right-hand corner of this document, it's a
document issued by Telcordia in 2000, so --

Q. That's right, but they haven't updated
their loop survey, have they? They're relying on
1983 data?

A. Telcordia has not updated the loop
study, because I assume they assume that things
haven't changed.

Q. And you've spoken to no one from which
you can draw that conclusion, correct?

A. l've looked at Telcordia notes on the
network, and that's all I need to do.

Q. And is it correct to say you don't know
if this survey included any loops -- l'm sorry,
any drops within Qwest's 14-state region?

A. I don't know one way or the other,
whether it did or not.
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sampled and so forth.
I can tell you that my understanding of

the study is that it considered samples of all
kinds of loops, unlike the Qwest study, which is
similar samples of only auger loops.

Q. You don't know that because you haven't
analyzed the study, correct?

A. I haven't literally sat down and
analyzed it.

Q. In fact, you've never seen it, have you?
A. I have not seen the study, but l've

talked to people who have, and it was explained to
me, and as a matter of fact, if you go back to
earlier versions of notes on the network, the
study is described in more detail.

The Bell System did this study for
several years.

Q. There's no question pending, Mr. Weiss.
Mr. Weiss, let's just take a look at

Exhibit 34 that you cited in your testimony.
You'II see, down toward the bottom of the page,
there's a report of the study, and it reports what
you've stated in your testimony, that this survey
concluded an average drop nationwide of 73 feet.

You'II see below that, a table that sets
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Q. The table has an entry that says, "SDM,"
which is defined as standard error of mean.

Do you see that?
Standard deviation for the mean, yes.
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forth the data. The title of the table is, "1983
Loop Survey Blank Statistics."

Mr. Weiss, isn't it a fact that the
study you're relying upon is a study that was
conducted in 1983?

A. l hate to be nitpicking with you, but
the table doesn't refer to drop lengths at all.

It refers only to total length, working
length, and bridged tap length, and it refers to
length statistics in loops, not length statistics
in drops.

Q. Well, if you read above that, it says,
that, "The table contains the summary statistics
of lengths for all sampled working pairs."

It goes on to say, "The average total
length of sample pairs is 12,113 feet. The
average working length is 10,787 feet. Those
numbers, of course, appear in the table."

And it goes on from those numbers, and
it says, "The average drop or service wire length
is 73 feet."

Mr. Weiss, isn't it a fair inference
that this study, including the calculations of
73 feet, is based on 1983 data?
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Well, they call it standard error.
Q. Actually, strike that question. won't

even ask you about that.
Have you calculated what average drop

length is produced by plugging the 73-foot length
from this study into LoopMod?

A. Would you say again, please?
Q. Let me sort of cut to the chase --

Mr. Buckley, in his rebuttal testimony, said that
when you take 73 feet and you plug it into
LoopMod, you derive an average drop length of
59 feet.

Do you agree with that?
A. l don't believe that Mr. Buckley was

quite forthcoming on that.
If you take the 73 feet and you plug it

into LoopMod, you might get 59 feet.
I don't know how he got that number, so

I can't comment on that, but it just doesn't make
any sense that if you plug that number in, you'd
get 59 feet.

Q. Did you try it? Did you try putting in
73 feet?

A. I don't know that it's based on 1983 Q.
No, I did not.
Let's talk next about the other -- one
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Page 1538
of the other inputs you focused on, placement
costs, and think your discussion of that issue
appears at pages 17 through 21 of your direct
testimony.

A. Yes, sir, I have that.
Q. Now, your ultimate recommendation is

that the Commission adopt the placement costs in
the HAl model, correct?

A. Yes.
Q. And just to be clear, you have not

conducted any analysis of those placement costs of
the HAl model to determine if they're reasonable,
is that correct?

A. You said, "in this case." You asked me
about this case. When you asked me that question
earlier, it was about this case.

Q. Have you conducted analysis of the
placement cost in the HAI model?

A. As I said before, l have looked at the
HAl model in some depth years ago, and certain
things don't change in that model.

Q. Do you know if the placement costs have
changed in the HAI model?

A. I believe they have.
Q. Now, at pages 19 and 20 of your

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

I also know what kinds of procedures
regional Bell operating companies engage in.

I also know, from looking at discovery
from your company, that you do, in fact,
differentiate between outside plant projects that
are less than 25,000 and outside plant projects
that are larger.

Larger projects than 25,000, you bid
out. It's in your contracts.

Q. Mr. Weiss, are you familiar with the
size of actual projects and the amounts of money
associated with those projects that Qwest has
undertaken in the Arizona network in the last two
years?

A. l'm certain that they're fairly large.
Some of them are probably many thousands of
dollars.

Q. And isn't i t  a fact that placement costs
that Qwest uses in LoopMod are from projects of
that size here in Arizona from the last two years?

A. I understood Qwest placement costs were
derived from the contracts that they have with
their outside plant construction contractors.

They're not taken from -- they're not
taken, from my understanding, directly from the
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testimony on this issue of placement costs -- and
again, l'm paraphrasing, but the gist of, I
believe, what you say here is that based on your
experience with GTE and VTeI, you believe the
placement costs in LoopMod are based on contracts
involving small amounts of work, and therefore,
reflect a premium price.

Is that a fair characterization of where
you're headed?

A. Yes.
Q. And just to be clear, your experience

with GTE that you're relying upon is from the
mid-1970s, correct?

A. No. I was with GTE for eight years,
yes. l've worked against virtually every major
telecommunications company in this country,
including GTE. l have worked as a consultant to
them and as a consultant on the other side of the
table.

And when l've worked with GTE in both
sorts of roles, I know what kinds of procedures
this company has.

Q. Mr. Weiss --
A. Wait a minute. Let me answer your

question.
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invoices supplied by those contractors.
Q. Are you sure of that?
A. That's my understanding from reading

Mr. Buckley's testimony. He said something about
them being from contracts.

I even say that here on page 19 in my
testimony.

Q. Mr. Weiss, have you asked your clients
what they're paying per foot to place buried
plant?

A. In my view, what my client pays per foot
to place buried plant is irrelevant to the
prospect of trying to determine what the UNE cost
is. We're not trying to determine my client's
cost or the cost of any other of my clients.

Q. Can you tell me what any other ILEC or
CLEC is paying per foot to install barrier plant?

A. I could probably tell you that if I was
at liberty to do so.

Q. And you're not?
A. Well, l've got detailed listings of the

cost of placement for Verizon Companies, for
example, but l'm not allowed to divulge those
things, and you know that as well as I do.

I went to a great deal of trouble to get

ARIZONA REPORTING SERVICE, INC. .3z-f€poinQ.com
Court Reporting and Realtime Specialists

(602) 274-9944
Phoenix, AZ



QWEST/COST DOCKET
T-00000A-00-0194

PHASE II VOLUME VII
07-30-2001

15 (Pages 1542 to 1545)

Page 1542

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

for you the information that I gave you in
connection with the issue of loadings or TIFS.

Those people are just like you. They're
no different than the rest of us. They don't want
that kind of information released, and I can
understand they don't want it released.

Q. Mr. Weiss, one f inal question on --
relating to placement.

Placement also involves the use of
aerial plant in some circumstances, is that r ight?

A. Yeah. l don't think aerial plant is
used as radically today as it has been in the
past, but yes, I don't doubt it.

Q. Why not? Why isn't it used as much as
in the past?

A. Aerial plant has connected with it a
major drawback. You can see it.

Most states don't want -- or most
municipalities that I'm familiar with don't want
to see the aerial plant. They'd rather see it
buried or underground.

Aerial plant is deployed in the network
today, and it's pretty substantially deployed in
the network today.

Q. Are there maintenance problems with i t ,
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Page 1544

LoopMod and HAI are building a replacement
network?

A. I believe they're building a replacement
network, but I don't believe that both models view
a replacement network in the same vein or in the
same way.

Q. Just the proposition that they're both
building a replacement network, do you agree that
that's what both models are doing?

A. Yes, I will, subject to that caveat l
just expressed.

Q. Now, are you familiar with whether HAI
includes directional boring and cut and restore
methods?

A. Yes.
Q. Does it?
A. Yes.
Q. Do you know why?
A. For the same reasons that I would

include it in a model, that if you need to
directional bore or cut and repair, you are
going -- you are having to go into a situation
where you can't disturb the surface.

Let's put it untowardly disturb the
surface.
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too?
A. There are no -- if it's designed and

constructed properly, it's no more maintenance
prone or trouble prone than any other kind of
plant.

And by that, I mean, it has to be
properly bonded, it has to be properly grounded,
it has to be run on grounded messengers, things of
that nature which, typically, telephone companies
do, and, typically, they don't experience much
different maintenance problems with aerial than
they do with buried.

Q. In your view, is aerial plant a --
strike the question.

The next input that you discuss related
to LoopMod involves placement activities, and you
criticized Qwest for including what you perceive
to be too much directional boring in LoopMod,
correct?

A. Yes, sir, l do.
Q. And your recommendation, again, is that

the Commission adopt the placement activity mix in
the HAl model, correct?

A. Yes.
Q. Would you agree with me that both

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Page 1545

Q. What types of surfaces do you have in
mind?

A. For example, the one that l'm most
familiar with would be an existing road.

Certainly as the telecommunications
network developed over the years with Qwest, from
ground zero to what it is today, it had to go
under roads, had to go under shopping center
parking lots and things of that nature -- had to
cut shopping center parking lots up, too.

But that's not the situation that would
normally be the case when we're dealing with a
replacement network in a TELRlC situation.

Naturally, there's going to be some
cases where you're going to have to bore.

Q. That's my ultimate question. I do agree
it's appropriate and consistent with TELRIC to
assume that some of this plant -- and we can argue
over percentages, but some of this plant --

A. Yes, we can argue over percentages.
Q. -- has to be placed under or around

existing infrastructures like roads and buildings.
Do you agree with that?

A. Yes, but it -- it isn't in the sense
that LoopMod makes that assumption. LoopMod makes
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the assumption that if you go out into Phoenix
today, over all time, this is what Phoenix looked
like.

So, therefore, you've got to cut all
these roads, all these highways, and things of
that nature, whereas, in fact, at some point in
time, the telephone company facilities were in
place before the road was built on top of them.

Q. Mr. Weiss, would you turn to page 23,
line 3 of your testimony? Again, this is the
May 18th testimony.

A. I see that.
Q. You state there -- you cite there,

"Qwest's assumption of 45 percent directional
boring in single-family house developments."

Do you see that?
Yes.

Q. Let me just be clear before I ask you
about that particular entry.

I think you've agreed with me -- correct
me if l'm wrong -- that in some situations,
directional boring is an appropriate placement
method -- in some situations?

A. Yeah, right. l can cite for you going
under a river bed, for example.
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page 25, reference is made to, quote, "Exhibit TKM
(LM2)-1. It should read Exhibit THW (LM2)-1."

Q. Mr. Weiss, at lines 10 through 14 on
page 25, you cite testimony from Qwest's
construction director for Arizona in which she
stated that the amount of boring that Qwest
actually uses in Arizona is between 20 to
30 percent.

Do you see that?
Yes, I do.

Q. And you cite that as evidence that the
amount assumed in LoopMod is too great.

Do you believe that 20 to 30 percent is
a more reasonable figure?

A. I don't have any reason to disagree with
what she said.

What she said was that we used 20 to
30 percent.

Where l might disagree with her is that
she decided to do directional boring in a case
where I would not decide to use directional
boring.

Q. But is something on the order of 20 to
30 percent a reasonable assumption for cost study
in this case, consistent with her testimony?
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Page 1547

Q. Okay. Now, I notice here that you've
cited the percentage of directional boring for one
of the density groups within a LoopMod.

Have you analyzed the percentages of
directional boring across all density groups and
ultimately the total amount of directional boring
the Loop Mod assumes?

A. I did not do that, no.
Q. So you don't  know whether i t 's --
A. I didn't perform a calculation on that

particular page of the LoopMod or that particular
spreadsheet in the LoopMod.

Q. So you don't know whether LoopMod as a
whole is using 20 percent boring, 30 percent
boring, 40 percent boring, is that correct?

A. Never occurred to me to even test that.
Q. At page 25 of your testimony --
A. On LoopMod?
Q. Yes, sti l l  in the May 18th testimony.
A. oh, l'd like to bring -- there is an

error on that page in the specification of the
exhibit on line 10.

Q. Please have at i t .
A. The exhibit is referred to as TKM

(LM2)-1. It should read, Exhibit -- on Line 10,
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No, sir, I don't believe it is.
You don't think so.

Is 15 percent reasonable?
Four or five is reasonable for

directional boring.
Q. And I take it you have not analyzed what

amount directional boring any carrier here in
Arizona actually has used to place plant, is that
correct?

A. As l point out here, l'm talking about
this woman's testimony here. So l'm assuming she
didn't lie.

Q. Now, you also, in talking about
directional boring, speak of the fact that
directional boring can result in damage to
equipment because boring heads have lost their
way.

That's at page 22, lines 11 to 15.
A. Yeah. Boy, they sure do, too.
Q. Are you talking there about missile

directional boring?
A. Any kind.
Q. What's your --
A. Well, the automated directional boring

system, the computerized directional boring

A.
Q.
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Page 1550

systems that are supposed to be so reliable, which
I think would be what you're referring to, the
missile boring, where the missile is run into the
ground and its fluid is fed through it to erode
the soil, the missile keeps going, supposedly, in
the proper direction.

Q. And are you -- do you know whether
LoopMod assumes any missile boring?

A. It assumes directional boring, and
missile boring is a part of directional boring;
therefore, I would assume that some missile boring
is involved.

Q. Have you analyzed the model to see
whether it specifically --

A. l tried to.
Q. I need to finish my questions. The

court reporter is going to have a real hard time
if you don't let me finish.

Have you analyzed the model to determine
whether it includes any missile boring?

A. I was not able to differentiate missile
boring from rotting, if you will, in the model.

I assumed that in view of what Qwest
cited as their -- as its reasoning for it, i.e.,
the broadband trial that they ran in Nebraska,
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boring.
Q. But that can go both ways.

That circumstance can change, correct?
A. Depends on the specific circumstance

under which you're operating.
Q. Okay. Next input -- we're nearing the

end of the inputs and then we'II move on to
discussion of nonrecurring charges, just to whet
everyone's appetite.

CALJ FARMER: I think we'II take a break
before we get to that part.

Do you have a couple more questions on
this area?

MR. DEVANEY: I have two more inputs
that we can get through -- I can move through in
five minutes, and then we can take a break.

CALJ FARMER: That's fine.
Q. (BY MR. DEVANEY) Structure sharing,

you're recommending the Commission use the
50 percent structure sharing assumption that it
ordered in decision 60635, correct?

A. Yes, that's correct.
Q. And in your summary, Exhibit 10 at

page 6, in discussing this issue -- this is toward
the top of page 6. Let me know when you're there.
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that it was missile boring that they were dealing
with principally.

Q. My final question for you on this point
is: When directional boring is not used in roads
and other manmade obstacles, the alternative is to
do a cut and restore approach, right?

You need to verbalize your response.
A. Yes, that's correct.
Q. And that means, essentially, you tear up

a road and put the cable in, and then one of the
obligations you have is to return the road to as
close to its original condition as you can, right?

A. Yes, sir.
Q. Have you done any analysis of whether

those cut and restoration costs exceed the costs
of directional boring?

A. l'm certain that there are cases where
cut and restoration would exceed the cost of
directional boring, but as a general proposition,
cut and restoration is not as expensive as
directional boring.

l'm certain you could sit and give me
examples of where it did, but as a general
proposition, which is what l'm dealing with here,
cut and restore is less expensive than directional
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A. Yes, I have that.
Q. You state -- you cite your experience as

a field engineering manager when you talk about
instances where municipalities require some
sharing of trenches, and then you say, "To the
degree permitted by the National Electric Safety
Code."

I Just want to ask you about that.
What did you mean by that caveat?

A. Well, the National Electric Code allows
cable to be in the same trench with electric
provided.

As I recall, the electric is the first
facility placed, and that, I believe, it's a
six-inch separation between the electric cable and
the Telco cable is affected.

Q. Are there circumstances where sharing
with electric utilities is not appropriate?

A. Well, I suspect there are, and I guess
they would be individual situations, but I can't
think of any offhand.

Q. Have you ever seen AT&T's outside plant
engineering handbook?

A. Yes, I have.
Q. I'd like to show you that. This was
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A. In my view, the degree to which my
clients in this case or any other case engages in
structure sharing is not relevant to Qwest.

Q. My final input question for you relates
to grooming, and you've criticized LoopMod for
including grooming cost, correct?

A. Right, but l think Qwest has, in their
rebuttal testimony, set grooming costs on an
individual case basis.

That is, to the extent grooming is
required on a given service order, they'II charge
for grooming on that service order, not in
general, as they originally intended.

Q. Are you comfortable with that approach?
A. Yes, l am.
Q. And do you agree that there are

circumstances where CLECs request access to loops
that have to be groomed to bring them down to a
lower bit level?

A. I would -- I don't ever want to rule it
out, but then again, I don't want to rule it in as
a 100 percent probability, either.

Q. So you don't know --
A. There may be.

marked on Friday as Qwest Exhibit 33.
Have you seen that before?

A. Oh, yes.
Q. Have you -- turn to the last page of

that exhibit, please. It's a double-sided copy,
so it's -- you have to flip it over.

Just for the record, what page number is
that?

A. 9-6.
Q. And it's actually my only copy, but

could you read the last sentence on that page for
me into the record?

A. "Joint trenching of power facilities
should be employed only for distribution cables
and service wire, not for feeder or trunk cables."

Q. Do you agree with that statement?
A. Yes. l have no reason to disagree with

the fact.
MR. DEVANEY: Your Honor, I ask that

Qwest 33 be admitted into the record.
THE WITNESS: I would point out that the

statement doesn't say, "will not."
CALJ FARMER: Any objection to Qwest 33?

(No response.)
- CALJ FARMER: Hearing none, it is MR. DEVANEY: Your Honor, l'm at a
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breaking point.
CALJ FARMER: Why don't we take a

ten-minute break here?
(A recess ensued.)

CALJ FARMER; Let's go ahead and go back
on the record.

Q. (BY MR. DEVANEY) Mr. Weiss, rd like to
now turn to the NRCM model that AT&T and WorldCom
are presenting in this case.

A. Yes.
Q. And just want to clarify, are you

sponsoring that model? What is your role in this
proceeding with respect to that model?

A. As I say in my testimony, my role is to
add support to the technical assumptions binder.

Q. Do you have any understanding of the
methodology that underlies the model, how it goes
about, as a general matter, calculating
nonrecurring charges?

A. Yes.
Q. What's your understanding?
A. For any given activity involved in

creating or performing the NRC function, it
estimates the length of time necessary to do that
activity, prices that activity on an hourly basis,

Q. (BY MR. DEVANEY) In your summary, you
state that Ms. Cervarich, who testified on behalf of
then U S West in a deposition in Washington,
supports the 50 percent sharing assumption that
you're advocating -- and I don't want you to do this
now, because it might take some time, but do you
have a specific page number in mind where she's
advocating 50 percent sharing?

A. Not right now.
Q. Maybe during a break. If you have a

page number, I just want to make sure the record
is accurate on this. I looked and I didn't see
her advocating that.

A. Her testimony is an exhibit, isn't it?
Q. It is. I looked through her exhibit,

and I did not see her advocating 50 percent
sharing.

And if, during a break, maybe you can
take a look at that for me?

A. Okay.
Q. And I take it, as with the other inputs,

you have not asked your clients about the extent
to which they've been able to engage in structure
sharing, is that correct?
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and then assigns a probability that that activity
would be applicable to any given nonrecurring cost
function, and thereby produces a weighted price
for that activity with regard to that function.

Q. Okay. And the estimates of times
required to perform functions were developed by
some subject matter experts, is that correct?

A. Yes, they were.
Q. Those estimates are not based on time

and motion studies, correct?
A. I can't say whether they were based on

time and motion studies or not.
l do know the folks that were involved

in that aspect of it when it was originally done,
and I know that they were familiar with those
sorts of activities. Whether they themselves did
any time and motion studies in their careers or
not, I can't say.

l don't believe they did any in
connection with their decisions relative to the
time necessary to do a particular function, with
respect to this NRCM.

Q. Do you believe it's an appropriate
approach to rely on subject matter experts for
time estimates used in nonrecurring cost studies?
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critically evaluating it, not only in connection
with this case but in connection with other cases
that I've worked on.

For example, I've caused my counsel to
cross-examine witnesses relative to the study, and
in that regard, I have had correspondence, for
example, with Jim Recker (phonetic), who's one of
the SMEs on the case -- l mean an RCM, and I
quizzed him through my attorney in the record, and
I believe in Vermont, but definitely in Rhode
Island.

Q. Mr. Weiss, I guess my specific question
for you is: Have you interviewed the subject
matter experts who provided the input to the NRCM
to determine how they derive their inputs in the
methodologies that they used?

A. My answer to you is I haven't spoken to
them directly, but l've spoken with them through
an attorney, who asked questions that I told him
to ask to give me the answers that I wanted.

So this was in a formal setting.
Q. Do you know who designed the NRCM?
A. A guy by the name -- well, Dick Walsh

was involved with it, and I believe his name was
Lynott, Jack Lynott.
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A. Yes, if they are, in fact, bonafide
subject matter experts.

In my view, the subject matter
experts -- and they are identified rather
succinctly in a document associated with the
nonrecurring cost model -- each expert's
identified, the job title that they had, who they
worked for, how many years of education they had,
and so forth, is identified in some document
that's a part of the NRCM documentation.

All of those folks, in my opinion, have
the background necessary to render the opinions
that they've rendered. Many of them have many
years of experience.

it's my understanding that the Qwest
model, on the other hand, is based on --

Q. Mr. Weiss, I think you're going quite a
ways beyond my question now.

Let me do this by questioning you, if I

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Q. Now, the NRCM does not include any costs
for interconnect service center, is that correct?

That's correct.
Q. Are you at all familiar with the

functions and tasks that Qwest's interconnection
service center performs?

A. I reviewed it when l looked at the
model, but I don't recall what they said right
now, offhand.

Q. When we started discussing your
testimony earlier this morning, you talked about
how, at VTel, you would have interactions with
other carriers to address their concerns and
respond to their issues.

Do you remember that?
A. Right.
Q. You said you thought that was an

important function?
A. Yes.
Q. Isn't it important for Qwest to have the

same types of interactions with CLECs to whom it
sells interconnection services and UNEs through an
interconnect service center?

A. Well, l would certainly expect that they
would interact with the CLECs who would

may.
Did you interview the subject matter

experts who put together inputs for NCRM [sic] to
find out what they did to derive their estimates?

A. Well, you know, l've been involved with
this nonrecurring cost model, critiquing it,
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interconnect with them .
Q.  For what  purposes?
A. To listen to their problems and correct

the problems.
I think the real issue is: Where do you

charge the cost of that?
And that cost was always charged to the

commercial accounts in recovered and nonrecurring
charges.

Q. And do you think it's appropriate for
Qwest to recover the costs it incurs to provide
the CLECs with an interconnection service center
and the support that that center provides to the
CLECs?

A. You know, the kind of activity we're
dealing with here is not the kind of thing that I
would view as a routine happening.

And I don't believe that we should set
nonrecurring charges, anticipating that there
would be -- in our wildest dreams, that we'd have
to do such-and-such and so-and-so, and thereby,
we'll have to include that such-and-such and
so-and-so in every case.

Q. Mr. Weiss, is it your testimony that
it's unusual for a CLEC to contact a Qwest
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be done manually.
That would fall out of the system

automatically. It would automatically be sent
back to the CLEC, saying, "Look, this is not
right," kind of like when you make a wrong entry
into a computer, it comes back and says, "Error,
correct it."

Then the CLEC would correct that.
Q. Just to be clear, is it your testimony

that when this Commission adopts nonrecurring
charges, it should assume that there is no
interconnection service center to serve CLECs?

A. Yes, that would be an appropriate
assumption, but that doesn't mean that CLECs don't
get feedback from Qwest relative to things that
they may enter in error, such as you've been
talking about.

Q. If this Commission were to adopt an RCM,
then any costs Qwest incurs to run the
interconnection service center would not be
compensated, right?

A. That's right, because an interconnect
service center, as it exists today, is not a
forward-looking entity, if you will.

Q. But you real ly don't  know what Qwest 's
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interconnection service center -- that that's a
rare event?

A. Well, I don't have any way right now to
say whether they do or whether they don't.

Q. Do you know i f  the interconnect ion
service center, on behalf of CLECs, corrects
orders that CLECs submit inaccurately and then
fall out of the system?

A. I don't know that CLECs submit
inaccurate orders. That's the premise of your
question. So I don't believe that CLECs submit
inaccurate orders for whatever reason.

I do believe that there could be a
breakdown of communication, but I can't say that
it's a CLEC breakdown.

Q. Go with me for one second. Let's assume
for a minute that a CLEC submits an order that's
filled out inaccurately, and it falls out of the
system, and someone in the interconnect service
center for Qwest takes that order, corrects it,
puts it back into the system.

Isn't that a function that Qwest ought
to be compensated for by the CLECs?

A. No, not on a forward-looking basis,
because on a forward-looking basis, that would not
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interconnection service center does?
A. I gather from what you're talking about

that Qwest's interconnect service center, the
principle responsibility is to manually go through
these orders and get back to the CLECs and say,
"The order is wrong."

That would not be done manually in a
forward-looking OSS system.

Q. Are you aware that a significant
percentage of CLECs in Arizona still submit their
orders by fax?

A. I wouldn't doubt it, because Qwest does
not have an automated graphical user interface.

Q. How do you know that, Mr. Weiss?
A. Because they're submitting the things by

fax.
Q. Well, are you aware of whether Qwest has

a graphical user interface in place called MA?
A. l'm sure that it has a GUI.
Q. That's available to CLECs, isn't it?
A. l would presume that it is.
Q. But some CLECs choose not to use that

for financial and other reasons and send their
orders by fax, isn't that right?

A. They may do that.
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the extent that its system is up and running fully
and completely,  would require a GUI inter face.

Q .  F i n a l  q u es t i on  on  th i s  i ssu e  of  f axes :
I s  i t  your  test i m ony that Q w e s t shou l d ,  f r om  th i s
poi n t  for war d ,  s top a c c e p t i n g  f a x e d or d er s f r o m
CLE Cs,  say i ng ,  " S or r y  i t 's  not  for war d - I ook i ng" ?

A.  Wel l ,  I  don ' t  t h i nk  s o ,  no t  a t  t h i s
junc ture,  but  I  do bel ieve that  the pr ices  for  the
GUI  or  f o r  t he  au t omat ed i n t e r f ac e  s hou ld  be
reflected in the forward-looking, nonrecurr ing
charges.

CALJ FARMER; For  the r ecor d ,  could  you
state what you're talk ing about? Sounds l ike
you're saying "gooey."

THE WITNESS: Gr aphical  user  in ter face,
al l  caps,  G-U-l .

Q .  ( B Y  M R .  D E V A N E Y )  M r .  W e i s s ,  a  f e w  m o r e
q u e s t i on s  on  N R C M .

As  I  u n d er s tan d  i t ,  NRCM  assu m es  th a t
for  P OT s typ e  ser v i ces ,  on e  h u n d r ed  p er cen t  of
faci l i t i es ar e dedicated ,  i s  that  cor r ect?
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Q- That's not something Qwest can control,
is it?

A.  Wel l ,  t o  t he  ex tent  t ha t  c ompet i t i on  i s
a l lowed to  enter  t he market  and the CLECs  are ab le
to inves t  in a graphical  user interface wi th
Qwes t ,  then i t  wi l l  happen.

Q. But the ultimate decision to send a fax
as opposed to using a GUl is UP to the CLEC.

I t ' s  n o t  u p  t o  Q w e s t ,  i s n ' t  t h a t  r i gh t ?
A .  We l l ,  i f  t he  CLE Cs  were  go i ng t o  be

submi t t ing a s igni f icant  volume of  orders  that
would necess i tate thei r  involvement  in  a GUl  r ight
now,  then they  would do i t .

Q .  W e l l  - -
A .  B u t  r i gh t  now i s  no t  a  f o rward- l ook ing

t ime.
Q. Let me ask you this: If a CLEC submits

an order by fax to Qwest interconnection service
center, doesn't someone within that service center
have to take the faxed order and actually manually
input it into a system?

A. Yes.
Q. And that's a real cost that Qwest is

incurring today on behalf of CLECS, correct?
A. That is a real cost that they're
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A .  Y e s .
Q .  A n d  a s  a  r e s u l t  o f  t h a t  a s s u m p t i on ,  N R C M

el i m i nates  the  need  to d i spatch  techn i c i ans  to r un
j u m p er s ,  cor r ec t?
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incurr ing today  on behal f  of  CLECs ,  but  in  the
future,  that  cos t  should not  be there i f  we have
an appropr iate GU!  sys tem ins ta l led.

Q. And NRCM assumes that Qwest won't incur
any of those costs to accept and handle faxed
orders, isn't that correct?

A .  we l l ,  t he re ' s  a  t wo  perc en t  f a l l ou t  ra t e
impl ic i t  in the NRCM func t ions .

Q. Do you know what the percentage of faxed
orders is in Arizona? Have you seen testimony
saying 24 percent?

A. Mm-mm.
Q .  D o  y o u  a g r e e  w i t h  t h a t ?
A . I  have no doubt  whatever  i s  happening

today .  I  don ' t  have any  reason to  be l ieve that
your wi tness  is  not  say ing --  tel l ing the t ruth,
but  on the other hand,  your wi tness  is  desc r ib ing
a s i tuat ion that  is  not  mature.

It is not a situation that describes the
OSS system that complies with TMN for example.

Q. Not to beat this into the ground, it is
the CLECs who make the decisions to send by fax.

It has nothing to do with Qwest OSS
system, isn't that right?

A. it's not inconceivable that Qwest, to
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A. That's correct.
Q. Now, are you aware of the fact that the

HAI model has non-dedicated, additional lines in
it?

A. l'm not that familiar with it to that
extent.

Q. In your deposition, I asked you, "Do you
know whether" -- this is page 107 to 108 -- "Do
you know whether the HAI model has additional
lines as opposed to primary lines that are
nondedicated?"

You answered, "oh, nondedicated?"
I said, "Right."
Y o u  s a i d ,  " Y e s ,  t h e r e  a r e  a d d i t i o n a l

l i n e s  i n v o l v e d  i n  a l l  t h e s e  m o d e l s  t h a t  a r e
n o n d e d i c a t e d  l i n e s  t o  a  c u s t o m e r  p r e m i s e s . "

A .  A l l  r i gh t .  M y  u n d e r s t a n d i n g o f  t h e
ques t i on  was  whether  a t  l eas t  one l i ne  i s
ded ic ated,  and I  be l i ev e an HA I ,  a t  l eas t  one
l ine,  i s  dedicated to  every  locat ion,  and that ' s
t he  s am e as s um pt i on  t ha t ' s  m ade  i n  t he  NRC m ode l ,
but  add i t i ona l  l i nes  are not  ded icated.

Q .  T h a t ' s  f i n e .  I  t h i n k  w e ' r e  i n  a g r e e m e n t
n o w .

N o w ,  f o r  t h o s e  a d d i t i o n a l  l i n e s ,  t h o u gh ,
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if they were to be installed, isn't it a fact that
a technician would have to be dispatched, and a
jumper would have to be run?

A. I don't know that to be the case.
Because if it was, for example, connected with
integrated digital loop carrier, it's very likely
that the OSS system could handle that itself.

Q. Do you know what assumption Hatfield
makes about that, the HAI model?

A. They do assume that there will be some
jumper run that would have to be done.

Q. But NRCM assumes that there would not
have to be any?

A. That's correct. On a going-forward
basis, that's right.

Q. How much of the plant in NRCM is assumed
to be IDLC; that is, integrated digital loop
carrier?

A. I don't recall offhand. I can check
that out.

Q. Does 60 percent sound right?
A. It sounded right.
Q. Do you know the basis of that

assumption?
A. That's what I was thinking about, but I
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lDLC -- what assumptions are made about what steps
would be required for loop installations?

A. The assumption is that the OSS system
would effect connection of those loops
automatically, or digitally, or mechanically.

it would not require a jumper to be run
or a technician to be dispatched.

Q.  Mr. Weiss, do you agree that Qwest will
incur nonrecurring cost to provide each of the
following products or services: Entrance
facilities, DS1 and DS3 trunk rearrangements, DS1
and DS3 channel regeneration, and installation of
nondedicated loops? At some level, will Qwest
incur nonrecurring charges to provide those
products and services?

A. Well, I can conceive of situations where
they would possibly be, but that depends on how
the network is configured.

Q. Is it correct that NRCM does not produce
any nonrecurring charges for any of the products
and services l've just listed?

A. That's correct, and the reason for it is
that on a going-forward basis, that is, not in
today's world, that those would likely not take
place, and l'm not denying that they would be
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required some of the time, but certainly not to an
appreciable extent of the time necessary to
include the cost of doing it in every case.

Q. But when they are required, do you agree
Qwest should be compensated for carrying out the
task --

A. Well, they probably are required, by
virtue of the fact that -- to the extent that
they're not in the procedure.

There are other activities that are in
the procedure that are not performed.

Do you follow what l'm saying?
Q.  No.
A. Basically, if you don't have to

reconfigure a DLC, or a DS1, or DS3 trunk, if you
don't have to reconfigure it and you're charged
for it --
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want to be sure.
How about pointing me to a specific

page?
Q. l'm sorry, I don't have a page. We can

move on, and if you'd like to check that before
your redirect and correct it -- l'm pretty sure
I'm right, that the model does assume 60 percent
IDLC, but --

A. Well, that was the number I was thinking
I remembered, but I just am reluctant to say off
the top of my head.

Q. Do you know the basis for the assumption
in the model that 60 percent IDLC is used? How is
that arrived at?

A. I think that was arrived at basically as
a subject matter expert opinion, considering that
the CLECs would employ large blocks of loops going
into the central office over integrated digital
loop carrier.

Q. Are you aware of any carriers now that
have networks that are 60 percent IDLC?

A. I don't know offhand -- haven't looked
at that in quite a while.

Q. And with 60 percent IDLC in place,
including -- I think it's GR303 is the form of
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Sure, now I understand.
But if Qwest does have to do a DS3 --

DS3 trunk rearrangement, do you agree it ought to
be compensated?

A. Yes, and what I'm saying is that I think
that it hasn't been shown that there are other
activities that are included in Qwest's analysis
that wouldn't be done.

Q.
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Q. Just to be clear, if Qwest has to
provide DS1 and DS3 channeling generation, do you
agree Qwest oughtto be compensated for
nonrecurring costs?

A. Yes, but I believe --
Q. You'vegot to let me finish the

questions. The court reporter is going to have a
hard time.

Go ahead.
A. Well, you didn't finish the question, so

finish the question.
Q. Do you agree that Qwest will incur

nonrecurring cost to provide DS1 and DS3 channel
regeneration?

A. As l said before, they very well may in
a forward-looking network, but on a very, very
broadly exception basis.

And that doesn't mean that Qwest may not
be compensated for doing that activity on an
exception basis by virtue of some other activity
that they have in their nonrecurring cost study.

That is not done for a particular NRC.
Q. Okay. Let's move on from the NRCMto

some of your more generic challenges to Qwest cost
studies. We'II go through a fewareas.
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I just want to ask you: Do you know of
any carrier that is operating DS1, DS3 capable
loops at that level of fill or utilization?

A. I couldn't -- l'm not -- l'm aware of
fills with other carriers with respect to DS1 and
DS3.

Those carriers do not engage,
necessarily -- like Qwest does not engage in the
same sorts of cost saving and capacity saving
activities as I describe as the basis for my
85 percent fill factor.

My 85 percent fill factor, relative to
optical fiber generated facilities, is a function
of just-in-time provisioning and taking advantage
of the fact that there are short lead times on the
delivery of equipment.

Q. But just to answer my question, you
don't know of any carriers that are operating at
that level for DS1, DS3 capable loops, is that
correct?

A. That's correct. I know of carriers that
are operating in the 80 percent range.

Q. Mr. Weiss, would you please turn to
Exhibit THW4 of your May 16th testimony?

A. Yes, l have it.
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Q. Am I correct in understanding that you
are relying on this chart in support of your
85 percent fill proposal?

A. Yes, sir.
Q. And you agree with me that fill factor

is a function of demand?
A. Yes.
Q. And on your chart you have a demand line

here in the top box, is that correct?
A. Well, there's a capacity line there,

too. It looks to me like it didn't get copied.
Q. I'm sorry, say that again.
A. There's a capacity line in that top

graph, as well.
You see where the number 588 is, 404,
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it's 11:15, and we should be done in
about a half hour or so.

Let's talk about fill factors. You have
a different fill factor analysis in your May 16th
testimony than in your May 18th testimony.

I know we've already talked about fill,
but in your May 16th testimony, at pages 45
through 53, correct that you advocate the use of
85 percent fill in calculating investments for DS1
and DS3 capable loops, is that right?

A. 40 --
Q. 45 through 53 of your May 16th

testimony.
Within those pages, you advocated the

use of this 85 percent fill for DS1 and DS3
capable loops, is that correct?

A. For fiberoptic capacity in general, yes.
Q. And it's fair to say you don't know of

any carrier that's actually operating DS1 and DS3
facilities at that level of fill, correct?

A. Well, l'm not just referring to DS1 and
DS3. l'm referring to optical fiber facilities in
general.

Q. Okay, well, your testimony specifically
related to DS1 and DS3 capable loops.
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420?
Q. Right. There should be a line through

those numbers?
A. There's a line just below them. it's a

stair step arrangement to demonstrate what
capacity is.

Q. Okay. Now, am I correct in
understanding that you have no empirical data to
support the demand line in this chart?

A. That's right. The chart is not designed
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on any empirical data?
A. The figures that you see for capacity

are not -- they are empirical. When you add a
DS3, you get 28 DS4.

Q. Now, in discussing Qwest's fill factors
and challenging them, you focus on a single fill
factor that Qwest uses for a sonic fiber MUX
architecture, correct?
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A.  Yes .

Page 1578

to demonstrate anything that exists in the real
world.

It's designed to demonstrate what the
real world would do if the demand curve looked
like that.

That demand curve is not an unusual
demand curve. That's a typical demand curve that
you'd see for any kind of telecommunications
equipment.

Q. Just to be clear, you have no data to
support this demand curve, and the demand curve is
not based on any actual experience of any
particular carrier, is that correct?

A. Well, the fact of the matter is, it's --
Q.  Could you give a yes or no in response?
A. I don't have a carrier that l can say,

"Okay, they had a -- they had a need for 168 loops
in the first timeframe, 252 in the second, or
channels in each of those timeframes."

What l do have is -- this is an example
of what you might refer to as a normalized curve.

You'll notice that the time line at the
bottom is not specified in years. That's
specified just to demonstrate that time passes,
and that once demand, which is the heavy black

Q. Would you agree with me that in its cost
studies, Qwest has eight different architectures
for DS1 capable loops?

A. As I recall, there are eight, but they
only reflect six, l think.

Q. Two copper-based HDSL architectures and
six fiber-based architectures? Does that sound
familiar?

A. Yes, that's correct.
Q. And each of those eight architectures

has a different utilization rate, correct?
A.  Yes .
Q. And the one that you've cited,

37 percent, is the lowest of the eight, correct?
A.  Yes .
Q. And the utilization rates of the other
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line, reaches a certain point, then the amount of
capacity that was installed to reach that demand
has to be increased, and in this particular case,
that first period demand went from zero up to 160,
and to serve that demand, we have 168 DS1s.

If demand grows beyond that, we have to
add some new DS1 s, another DS3.

Q. Mr. Weiss --
A. Let me finish now.
Q. Actually, you've gone way beyond my

question, and l'm going to ask you to try to limit
your answers to my questions, if you could. I
realize you need an opportunity to explain. l'm
not trying to deny you that.

My only question was: Is it true that
the numbers that appear here and the demand line
that appears here are not based on any empirical
data and not based on the experience of any
particular carrier?

That's all I'm looking for.
A. The answer is: No, they are not based

on the experience of any particular carrier.
They're based on rational engineering

Page 1581
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judgment.
Q. Are the lines and numbers also not based
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architectures are quite a bit higher than that in
many cases, aren't they?

A. But they still don't approach the
utilization -- yes, you're right.

Q. In fact, one is 100 percent?
A.  Yes.
Q. Another is 97 percent, correct?
A. Yes.
Q. And you haven't discussed those in your

testimony?
No, I have not.

Q. Now, referring back to your chart, is it
your testimony that on an OC3 system that supports
84 DS1s, if the demand for DS1s begins to approach
84, you would add another OC3?

A. That's what the chart demonstrates, yes.
Q. Now, at 80 DS1s on the OCT system, would

you then addanother OC3?
A. I might add an OC12 there, I don't know.

It depends on demand.
Q. If there were demand for -- if you do

that on OC12, what would happen to your fill
factor, do you know?

It would go way down.
Q. In some cases, do you think that would
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be a reasonable engineering judgment?

A. Not given what I know to be the growth
patterns, which are more or less consistent with

the heavy black line that's shown on Exhibit TSW4.
You don't see the kind of growth pattern

that you're alluding to as a normal proposition.
Q. If you had 80 DS1s on an OC3 system and

you had a forecast of need for an additional 15 on
a planning horizon, how would you increase
capacity at that point? Would you add another OCT
system?

A. What is the planning horizon?
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Q. Let's assume a three-month planning
horizon.
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A. Three months? That's where I say I
don't think that that kind of a demand would be a
normal situation.

I don't doubt you might see that in one
particular instance, but as a general proposition,
you're not going to see demand like that across a
whole network.

Q. What would you do in that circumstance?
A. I would probably put in an OC12.
Q. And the result would be very low

utilization, correct?

decision would be whether you had to add
additional outside plant in addition to the
digital electronics.

Q. I'm sorry, I cut you off this time.
A. You did. Good, we're even.
Q. Thoseare really engineering judgment

calls, aren't they?
A. No, they're not. They're not

engineering judgment calls.
They're the result of doing an economic

analysis, and the economic analysis is done on
individual cases.

Q. Okay. And some degree of engineering
judgment goes into that analysis, does it not?

A. I suppose it would depend on the
analyst.

Q. Okay. Just to be clear about this, have
you performed any analysis to determine at what
level of demand it becomes more cost efficient to
add an OC12 as opposed toan additional,
incremental OC3?

A. No.
Q. Now, in support of your 85 percent fill

at page 48, you refer to demand for HDSL and ADSL
services, correct?
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A. No, it wouldn't be a very low
utilization factor if demand continued to grow the
way you say it's growing.

It would be a reasonable fill factor.
In other words, when you installed the

OC12, the demand would be increasing at such a
rate as to put the fill factor at 85 percent.

Q. Now, an OCT requires four fibers?
A.  Yes .
Q. Two OC3s requires eight fibers?
A. Yes.
Q. If you change up the electronics on a

OCT and converted it to an OC12, the OC12 would
only require four fibers, correct?

A. Yes.
Q. And the OC12 has four times the capacity

of an OCT, is that right?
A. Yes, that's correct.
Q. Have you done any analysis as to what

the break point needs to be for converting to an
OC12 in order to be, at least, cost alternative?

A. It would depend on the situation, and l
think you're getting to the point that the
situation would be -- having to figure into that
relationship or having to figure into that
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A. Yes, that's true.
Q. Now, ADSL, HDSL's technologies do not

require optical equipment, correct?
A. Well, they require -- you can certainly

provide copper cable, but ADSL, and HDSL, and VDSL
are much more effectively provided if you have
optical digital facilities in the network, and "in
the network," I mean, right even in the
distribution portion of the network.

Q. Is there a concern about running too
fast if you use optical equipment?

A. Running too fast?
Q. Yes.
A. l don't follow what you mean.
Q. l'l l come back to that.

Is it your testimony that increased
deployment of HDSL and ADSL would increase plant
utilization for optical facilities?

A. No, my point here is not that.
My point here is that the growth in

demand for band width is rising, even as we speak,
for things like ADSL, which was relatively widely
available in the network today, right down to the
distribution portion of the network.

And what's going to happen in the future
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is HDSL and VDSL is going to be demanded in much
the same way that ADSL is.

More or less like back years ago if you
bought a 350-megahertz computer, you had really
the best there was.

Today, a 350-megahertz computer is only
about one-third the speed that you can buy a new
PC at.

Q. Okay. Let's change the subject now and
talk about your challenge to the expense factors
that Qwest uses in its cost studies.

A. Yes.
Q. I just want to summarize your position.

Correct me if l'm wrong, but as I read
your testimony, you're saying that, "All costs
relating to product management, sales, network
operations, uncollectibles, planning, research and
development and other general administrative --
general and administrative costs are purely retail
in nature and should not be included in wholesale
cost studies," is that correct?
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A.  Yes.
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What I am saying is that Qwest may have
an organization set aside today to respond to
these customers' questions, and it may be a whole
organization that's devoted to doing that.

But my point is this: To the extent
that those customers or that those people are
assigned as an organization to do that particular
function, it just happens to be the way that Qwest
wants to manage their network today.

Now, in my particular experience, when
the kinds of activities that you were just citing
are done in connection with an interface between a
CLEC and a telephone company or between a
telephone company and an loC carrier, those
charges are handled in the normal, routine
commercial operations. They're charged to normal,
routine commercial operations.

They're not set aside as product
management costs.

Q. But in any case, do you agree with the
principle that CLECs ought to compensate Qwest for
those functions?

Q. Now, if Qwest interconnection service
center or an account team that Qwest has assigned
to a CLEC receives a telephone call from a CLEC

A. To the extent the functions are
absolutely necessary, yes.

But again, to go back to my opinion, the
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with questions about products, and services, and
orders, do you agree, of course, that Qwest should
respond and support that CLEC in its inquiries?

A. Certainly.
Q. And that's an important service for

CLECs, correct?
A. That's correct.
Q. And Qwest has people devoted to those

functions, correct?
A. Yes. I think the question is: Where

are those activities charged?
Q. And costs associated with those

activities fall within product management and
sales, don't they?

A. Not to my experience. The kinds of
activities that you just cited are the kinds of
things that would belong in a customer service
account, which we do not disagree should be
allocated. Some sort of customer service should
be allocated.

Q. So your quibbling is not with Qwest
trying to recover costs for those activities.

It's really the accounts to which Qwest

Page 1589
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degree to which those functions are performed, I
think, is well overstated by virtue of the fact
that Qwest has a special organization -- at least
my impression of Ms. Gude's testimony is they have
a special organization to do that, and they charge
the cost to product management.

l don't believe that that's necessary,
based on the experience that I have.

Q. Mr. Weiss, are you familiar with
interconnection agreements?

A. Somewhat.
Q. And you have an understanding that Qwest

has a number of interconnection agreements in the
State of Arizona and elsewhere, is that right?

A. Yes.
Q. And those agreements contain terms and

conditions that Qwest must abide by, is that
correct?

A. And terms and conditions CLECs must
abide by, as well, sure.

Q. And do you know if any interconnection
agreements in Arizona require Qwest to provide,
for CLECs, the type of support services and
product management services that we've just talked
about?A. No, no, that's not true.
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A .  They  may  requ i re  i t ,  and i n  f ac t ,  t hey
probably  do.

But  those,  as  I  t r ied to indicate to you
ear l ier ,  t hose func t ions  can be done under a
normal  commerc ia l  account ,  and probably  are  done,
to  a large ex tent ,  under  a normal  commerc ia l
account ....

Q .  L e t ' s  - -
A .  - -  ra t her  t han  c harged  t o  a  p roduc t

m anagem ent  ac c oun t .
Q. Let's talk about network operations, and

you're recommending that Qwest cost studies not
include any costs for network operations, correct?

A. Mm-mm.
Q. And you're aware that this Commission,

the FCC, and even the HAI model include network
operations of cost?

A. Yes, l am.
Q .  A n d  y o u  d i s a g r e e  w i t h  a l l  t h r e e ?
A .  Yes ,  a t  l eas t  f or  t he serv i ces  t hat

we' re  deal ing wi th  here.
Q. Now, one of the accounts within network

operations is network administration, correct?
A. That's correct.
Q. And l'm going to refer to page 35 of
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capable loops, UNE Loops, things of this nature,
none of those involve the necessity to do traffic
administration studies.

Q. Do you believe that transport UNEs are
traffic sensitive?

A. Shared transport, yes. Otherwise, no.
Anything that's not shared transport

would not require a traffic study in order to
provision.

Q. Do you agree that UNE-P -- do you
understand what UNE-P means?

A. Yes.
Q. Involves use of the public switch

telephone network?
A. The switching element does, yes.
Q. In the same way as Qwest retail and

resale services, correct?
A. Yes, but if you go back and you look at

the studies that Qwest has done, and you look at
the method that they've used, they've taken their
embedded costs in network administration and
assigned that to every product that would be used
to connect with a CLEC, and that includes products
that are not traffic sensitive, as I mentioned:
UNE -- UNEs, UNE Loops, DS1, DS3, and so on.
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your May 16th testimony.
A. I have that.
Q. At lines 22 through 29, you state that

"Network administration relates principally to
network traffic administration"?

A. Yes.
Q. "A function that pertains only to

traffic-sensitive components of the network."
Is that a fair characterization of your

testimony?
A. Yes.
Q. And you state that interconnection

services and UNEs, typically, are not traffic
sensitive, correct?

A. That's correct.
Q. Mr. Weiss, do you agree that switching

and transport UNEs are, in fact, traffic
sensitive?

A. I will agree that switching elements may
be traffic sensitive, thereby necessitating the
need to do traffic administration.

But for the most part, we're dealing
here with services that are more or less in the
realm of private line.

For example, DS1 capable loops, DS3
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Any th ing t ha t ' s  no t  s hared t rans por t  o r
s hared s wi t c h ing would  bear  t h i s  c os t  j us t  as  wel l
as  t he  s hared  e l ement s .

Q. Mr. Weiss, let's -- you've also -- this
is the last account l'II talk to you about on this
issue, but you've also recommended excluding all
costs associated with research and development,
correct?

A. Yes.
Q. And R&D involves evaluating, integrating

new technologies and solutions into products,
correct?

A. That's correct.
Q. And do you believe that Qwest has any

obligation to conduct research and try to improve
its wholesale offerings?

A. You know, the --
Q. Could you answer that?
A .  T h e  r e s e a r c h  a n d  d e v e l o p m e n t  a c c o u n t  i s

not  s t r i c t l y  for  the k inds  of  dec is ions  that  are
made re l a t i v e  t o  whet her  we i ns t a l l  OCT,  OC12,
DS 1s ,  DS 3s ,  wha t -hav e -y ou .

That ' s  s e t  and - -  guaranteed,  s e t  i n
c onc re t e  ex i s t i ng t ec hno logy  t ha t ' s  go ing t o
cont inue to ex is t  f or  a  long t ime.
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The R&D accounts are basically for those
kinds of activities that would be involved in
doing not pure basic research. That is, defining
how a transistor operates and things of that
nature.

But it involves doing research that's
far above an applied level, and once the decisions
are made by others relative to that, that sort of
thing, those decisions are implemented in the
network.

And the others that l'm referring to,
there are people like the Institute of Electrical
Electronic Engineers and other professional
organizations that come up with these standards
and this kind of equipment, and you folks employ
it.

Q. Well, Mr. Weiss, isn't it a fact that
Qwest wholesale offerings do and can benefit from
research and development expenditures?

A. No, because the Qwest wholesale
offerings, right now, are nothing more than
offering stuff that they've already got in their
network and will continue to have in their
network.
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If you like, I can give you a leading
question that gives you my understanding of it.

A. l'II be happy to explain what TIFs are.
Q. Why don't I make a statement, and we can

try to short circuit it.
TIF stands for total investment factors,

is that correct?
A. That's what you call it, yes.

Other companies call it total implant
factor. There's any number of designations.

Q. It combines all investment loadings into
one factor, and that factor, when multiplied
against material investment for a piece of
equipment, produces a total installed investment,
correct?

A. Yes.
Q. Do you agree that TIFs include costs

associated with warehousing equipment,
transporting equipment, vendor labor, telephone
company labor, testing, power, power equipment
leading, and interest during construction?

A. Yes.
Q. Does that capture all the factors that

go into TIF?
A. Did you mention sales tax?
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produced in the future with respect to R&D
expenditures today.

But we can say this: That when the R&D
expenditures are done, at some point in time,
those things will be used in the future.

Q. Well, not to beat this into the
ground -- this will be my last question about it.

But interconnection services,
collocation, issues like that, those are new
issues, and they're evolving issues, aren't they?
And research and development can affect the way
those services are provisioned, isn't that right?

A. No, they're going to be provisioned in
accordance with standards that the industry has
already decided upon.

There's no specific research and
development that Qwest goes through to determine
whether they're going to put in a DS-25, for
example, because we don't know what a DS-25 is
today.

Q. Mr. Weiss, we've got about ten minutes
to go, and I want to talk to you briefly about
TIFs, and that, actually, may be it.
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Now, just so we're all clear on what a
TIF is, could you explain it for us?

Q. I did not mention sales tax.
A. Because there is no sales tax in

Arizona.
Q. Right, and you've made clear in your

testimony you believe Qwest's TlFs are overstated,
correct?

A. Severely so, yes. Most particularly in
the area of labor.

Q. just have a general question about
TIFS.

When you criticized Qwest's TIFs, did
you give any consideration of the fact that we're
building a replacement network, replacing the
entire network, and how that would affect TIFs?

A. Whether you're building a replacement
network or a network on a scorched-earth policy,
or some basis in between, that doesn't affect the
degree to which, on a forward-looking basis, using
the management technology that we know is
available today, inventory management, for
example, that you wouldn't apply those in today's
network.

You would not apply your standard
warehousing techniques for a going-forward network
that you have in the past, because there are
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better ways of doing things today.
Q. Do you agree, though, that some

warehousing expense is appropriate to include in a
TIF for a replacement network?

A. No, I would not agree with that, and the
reason that I wouldn't -- I would tend not to
agree with it, because the kinds of things that
warehousing components is used for in these days
and times is warehousing those kinds of materials
that are used on a day-to-day basis, and you don't
know, tomorrow, how many you're going to need
tomorrow.

Q. Are you aware that the HAI model
includes --

A. Yes, I am.
Q. -- includes economies of scale in it?
A. Yes.
Q. To account for the fact that Qwest will

be purchasing very large amounts of equipment and
facilities to replace the existing network?

A. Yes, but that doesn't mean that Qwest
has to warehouse those large volumes of equipment.

Q. But those facilities aren't all going to
be placed as soon as they're bought, are they?

A. They should be.
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$100,000.
None of the elements that we're dealing

with here would require Qwest to incur, on a
going-forward basis, putting the plant in CWIP and
accruing AFUDC against it or interest during
construction against it.

Q. On that issue, is it your assumption
that no interest during construction will be
necessary because the replacement network will be
built in less than 60 days?

A. Not the replacement network, but the
elements that go into building that network.

For example, if you're going to install
an OCT system, that can be installed within a
60-day period. It may cost more than $100,000.

On the other hand, you may install a DS1
system that takes 65 days to install, but it's
going to cost you less than $100,000.

Q. Is there any portion of the replacement
network that Qwest is being assumed to build under
these cost models that you believe will take
longer than 60 days or costmore than $100,000 to
complete?

A. Is there any portion of the network that
Qwest would spend more than $100,000 to install?
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Q. Over what period of time are you
assuming this replacement network will be --

A. Well, l'm certainly not assuming what
Qwest is assuming, which is that it will be
replaced over so many years -- some long period
that you would necessitate warehousing the
equipment.

Q. what time period are you assuming the
replacement network will be built over?

A. It should be built instantaneously.
Q. And therefore, no need for warehousing?
A. There should be no need for warehousing

on a going-forward basis, given what we know about
the state of inventory management today.

Q. And is your assumption that the
replacement network will be built instantaneously
also one of the reasons why you have said, "Qwest
should not include any interest during
construction in its TIFs"?

A. No, that's not the reason. l point out
in my testimony that interest during construction
is applied to plant that's put in telephone plant
under construction that lasts -- where the
construction period lasts for greater than 60
days, or the cost of individual projects exceeds
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Yes, there's probably a substantial portion of the
network that they would install for more than
$100,000.

You're not dealing here with the network
in total. You're dealing with individual products
or individual segments of the network, individual
work orders. That's where IDC is accrued, against
individual work orders.

You don't look at the whole annual
construction budget and say, "It exceeds $100,000.
It's going to take over a year to build, and
therefore, we'll charge AFUDC."

You charge AFUDC on the basis of
individual project, not the --

Q. Would you agree, though, on a
project-by-project basis, there are going to be
some number of projects in the rebuild of a
replacement network that will exceed $100,000 or
that will take longer than two months to complete?

A. You say "or"'?
Q. Yes.
A. The test is that the cost exceeds

$100,000 and takes less than 60 days to build.
Q. Let's use the conjunctive, then.

Do you agree that there are some
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projects in our replacement network that would
satisfy both criteria?

A. I don't know. I would assume that if
there were, Qwest would have brought that to our
attention in rebuttal, but they didn't.

Q. But you don't know?
A. I have reason to believe that that's not

the case.
For example, I know that it doesn't take

more than 60 days to build a -- to lay cable for
trunk root, or it may cost over $100,000 to do it,
but it still doesn't qualify because it's only
under construction for less than 60 days.

MR. DEVANEY: Your Honor, may I have
just a couple of minutes to review my notes? I
think I'm just about done.

CALJ FARMER: Sure.
(Pause)
MR. DEVANEY: Thank you. That's all I

have. Thank you, Mr. Weiss.
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Q. (BY CALJ FARMER) Mr. Weiss, there are
some questions posed for you from Commissioner

specified at too low a level relative to the
proper forward-looking level, CLECs would pay
prices that exceed forward-looking agreement cost,
and they run the risk of facing a severe barrier
to their entry into a competitive local exchange
market.

"In this case, l recommended that the
average forward-looking fill applicable to
distribution plant should be .625 for Density
Groups 1 and 2 -- 1, 2, and 5, and .667 in Density
Groups 3 and 4.

"Qwest takes exception to my
recommendation, arguing, one, that they would
violate the engineering practice that applied as
far back in time as 1982, and two, that they do
not reflect Qwest's actual second line take in
Arizona.

"Obviously, Qwest's citation to
distribution plant engineering guidelines from 19
years ago is an anachronism.

"The network itself and customer demands
on the network have changed radically since 1982
and render any reference to 19-year old plant
designs as being of no value, practical or
otherwise, in this or any other debate concerning
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Spitzer.
A. Yes. l've tried to answer each and

every one of those questions in my file summary.
Q. Why don't you just briefly state your

conclusion on each of those so that we have it in
the record, too, where you address each one,
concerning fill factors, where you recommend the
Commission adopt .625 and .6667.

And have you reviewed Qwest's rebuttal
of that testimony, in which they argue your
factors are unrealistic?

A. Yes. When I reviewed the LoopMod ll
variables -- among the Loop II variables that I
identified in key input assumptions is
distribution fill.

"The proper designation of distribution
fill in any loop cost model is one critical
element: Properly defining forward-looking cost.
Should the model specify a distribution fill that
is higher than a reasonable, forward-looking
level, then root prices would be set below
forward-looking incremental cost, and the ILEC
runs the risk of not recovering its total cost to
providing loops.

"Conversely, if the distribution fill is
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distribution plant.
"Qwest reliance on the 1998 actual

second take rates in rebuttal to my position is
equally anachronistic. It violates the basic
tenants of TELRIC pricing, which forbids the use
of embedded costs to determine TELRIC base prices.

"Neither of Qwest's rebuttal arguments
and distribution fill factors deserves any weight.

"The rates and charges that result from
this docket should reflect forward-looking
approaches to network design and customer demand.

"As a practical matter, current
forward-looking network design no longer
contemplates the development and use of copper
distribution cables exclusively.

"Rather, for example, fiber to the curb
designs currently are accompanying copper
distribution designs for all local carriers, such
as Sprint Communication, that generally have fewer
resources than Qwest, and that serve customers
with generally less complex forms of demand than
Qwest customers.

"Deployment of FTTC fiber to the curb
permits a telephone company to postpone divisional
copper feeder and distribution deployments, and
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thereby  a l l ows  t he t e lephone company  t o  en joy
higher feeder and dis t r ibut ion f i l ls .

"Unl ike Qwes t  proposed f i l l  rat ios  for
d is t r ibut ion capac i t ies ,  my  recommendat ions
ref lec t  those modern loop des ign real i t ies .

"On behal f  of  regulatory  s taf fs  in two
s ta tes ,  I  have f ormal l y  recommended and suppor ted
a dis t r ibut ion f i l l  fac tor of  .667 in connect ion
wi th  recent  proceedings  invo lv ing the development
of  i n terconnec t ion and UNE rates  and charges  for
V er i z on  Communic a t i ons .

"The two s ta tes  are Vermont ,  i n  Vermont
Publ i c  Serv ice Board docket  number  5713,  and in
Rhode I s land,  i n  Rhode I s land PUC docket  2681.
Thes e c ommis s ions  both  c onduc ted ex tens iv e
hear ings ,  br ief ings  and so for th,  and in both
cases ,  t hey  saw f i t  t o  accept  my  recommendat ion. "

Q .  A s  o p p o s e d  t o  j u s t  r e a d i n g  t h r o u g h  t h e
p a r t s  o f  y o u r  s u m m a r y ,  w h y  d o n ' t  y o u ,  o n  t h e  n e x t
q u e s t i o n  c o n c e r n i n g  b o r i n g  c o s t s ,  i f  y o u  c o u l d
k i n d  o f  d i r e c t  m e ,  i n  y o u r  s u m m a r y ,  w h e r e  y o u
a d d r e s s  t h o s e  q u e s t i o n s ,  w e  c o u l d  w o r k  i t  t h a t
w a y .

A .  Wel l ,  t ha t  ques t i on  i s  res ponded t o  i n
the las t  two paragraphs ,  under  t he heading,  "Cable
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beginning on the las t  paragraph at  the bot tom of
page 6 and cont inuing in that  paragraph to i ts  end
on page 7,  ending wi th the words ,  "LoopMod two" --
above "LoopMod two. "

Q . And then moving on to the next  question,
talk ing about what other  state commissions,  to
what  ex t en t  t he  F CC re l i es  on  t he  HM  5 . 2A  m ode l ?

A .  That  ques t ion i s  answered in  t he very
las t  paragraph of  the summary ,  beginning wi th the
words ,  "As  to regulatory  acceptance, "  and ending
wi th the words ,  " telecommunicat ions  serv ices  in
Ar izona. "

Q .  T h e  n e x t  q u e s t i o n  c o n c e r n s  t h e  F C C ' s
l o c a l  i n t e r c o n n e c t i o n  r u l e s  p r o h i b i t i n g developing
TELRIC that r ef lect ,  among other  th ings,  "Revenues
t ha t  s ubs i d i z e  o t he r ser vices."

A.  That  wou ld  be res ponded t o  i n  t he
summary  under "Recurr ing Cos ts , "  subheading,  "FCC
TELRIC Rules , "  beginning at  page 2 wi th the words ,
"My tes t imony f i led on May ' lath, "  and cont inuing
through the words,  "most  certainly  wi l l  fai l , "  at
the end of  the thi rd paragraph on page number 2 of
the summary .

There 's  a three-paragraph response.
The next  concer n  is  UNE ra t es .

Page 1609

1
2
3
4
5
6
7
8
9

1 0
11
1 2
1 3
1 4
15
1 6
1 7
18
19
2 0
2 1
2 2
2 3
2 4
2 5

Page 1607

P l ac em ent  M e t hods , "  on  page  7  o f  m y  s um m ary .
B o t h  o f  t hos e  pa ragraphs  wou l d  be

respons ive t o  t hat  ques t ion.
Q. And the following question was also

about boring cost.
A .  T he  f o l l ow i ng ques t i on  re l a t es  m ore  t o

s t ruc ture shar ing,  and i t  re fers  t o  a  ques t ion
that  i nadv er t ent l y  appeared in  one o f  t he
doc ument s  t ha t  we had f i l ed ,  bu t  f o r  wh i c h  we hav e
s upp l i ed  an  e r ra t a  c hange .

A nd t ha t  ques t i on  i s  ans wered  on  t he
f i r s t  paragraph  on  page 8 ,  under  t he  head ing,
"Shar ing S t ruc ture"  - -  o r  "S t ruc ture  Shar ing. "

Q .  P a g e  8  o f ?
A .  P age 8  o f  t he  - -  l 'm  s or ry ,  i t ' s

ac t ua l l y  a t  t he  bot t om o f  page 5  and t h rough t he
f i rs t  f u l l  -  f i rs t  paragraph on page 6 ,  t he
end ing be f o re ,  "Logi c  o f  LoopMod l l  A l gor i t hms . "

Q . I  want  to tak e  you  to the  next  quest i on
on TELRIC,  and  th is  i s  - -  th is  i s  ta l k ing  about
c om p a r i n g  th e  L oop M od  a n d  th e  HAI  a n d  w h e th e r
they ' r e b o t h  i n  z o n e s  o f r e a s on a b l e n e s s .

A .  Y e s ,  t h a t  wo u l d  b e  c o v e r e d  u n d e r  t h e
head ing on  page  6  - -  beginn i ng a t  page  6  o f  t he
s ummary ,  and  i t  wou ld  be  t he  l as t  paragraph - -
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A .  T h a t  q u e s t i o n  i s  r e s p o n d e d  t o  b e gi n n i n g
in  t he  f our t h  f u l l  paragraph on  page 2 ,  beginn ing
wi t h  t he  words ,  "A l s o ,  i n  my  d i rec t  t es t imony
f i l ed  on May  16t h , "  and end ing i n  t he  f o l l owing
paragraph w i t h  t he  words ,  "UNE s  a t  i s s ue  i n  t h i s
doc k e t . "

Q. And then the last question is also to
UNEs, and it's talking about the cost of
uncollectibles.

A .  T ha t  ques t i on  i s  r es ponded  t o  i n  t he
f i rs t  two f u l l  paragraphs  o f  page 3 o f  t he
s ummary ,  beginn ing w i t h  t he  words  i n  t he  f i r s t
paragraph,  "F ina l l y  w i t h  res pec t , "  and t hen end ing
in  t he  nex t  f u l l  paragraph w i t h  t he  words ,  "UNE s
that  t hey  use. "

Q. There might have been one other question
Mr. Denney deferred to you. This was a question
for Mr. Denney concerning TELRIC.

In that section -- it's talking about
his testimony -- he stated that, "The HAl model
uses the cable sizing factor of 75 percent
distribution, resulting in an average actual fill
factor of 48.8 percent."

In the rebuttal testimony of Qwest
witness, Garrett Fleming, filed on June 27th, he
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Page 1610

states that, "The HAI model uses a fill factor of
94 percent."

what is the fill factor in the HAI
model? How does it compare to industry standards
in Qwest statements in similar states?

A. Where is that question?
Q. l'll just hand it to you.
A. I haven't seen it before. Let me just

review it.
Q. Sure.

MS. STEELE: I guess my only concern
with this -- l don't recall Mr. Denney deferring
this to Mr. Weiss, and this was not an HAI fill
factors issue that Mr. Weiss reviewed.

CALJ FARMER: We both have notes that he
said we could ask this witness.

If he can't answer it, then that's fine.
THE WITNESS: I think my question about

it is: Mr. Garrett Fleming filed -- he states
that the HAI model uses a fill factor of
94 percent.

I don't recall that fill factor being
used with respect to distribution plant in the
HAI.
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Page 1612

uses a larger number than fill rates show than
does Qwest.

Similar states -- again, similar states
have been running anywhere from 60 to -- all the
way from 50 to 70 percent, in my experience.

Now, that doesn't mean that states have
adopted those ranges exclusively, but l've cited
two in my testimony that have, on the basis of
arguments that I make.

And then the other question he has is:
"Has any state adopted HM 528?" l don't know the
answer to that.

I do know where HM -- where the Hatfield
Model or HAl model, as it's known today, has been
adopted, and l've covered that in my summary.

l don't know the answer to whether the
states adopted the Qwest loop model.

l believe that the effect on competition
in Arizona of adopting HM 528 will be a much
more -- a stronger probability that competition
will develop in the state as opposed to using the
Qwest model.

CALJ FARMER: Thank you.
Do you want a break before your

redirect, or do you want to go ahead before lunch?
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factor.
What is the fill factor of the HAI

model? l'd have to go look it up- I haven't got
it at the tip of my fingers.

How does it compare to industry
standards? Since l don't know what it is offhand,
l'd have to know before I did.

Industry standards for fills in
distribution plant run in the vicinity of -- by,
"industry standards," l'm referring to what I have
observed, not what is the industry designed to.

It's been my experience they run
anywhere from -- depending upon the growth rate in
the distribution area, they run anywhere from
50 percent to 70 percent in the distribution
areas.

It says, "How does it compare to
industry standards?"

Am I correct in assuming that it's
asking how the factor used in the HAI model
compares?

Again, not knowing precisely what the
HAI model says, I can't comment. As far as Qwest
standards or Qwest statements are concerned, I
suspect, but l do not know, that the HAI model
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MS. STEELE: think we can probably
give Mr. Weiss the information about what the fill
in HAI is, so he can respond to the Commissioner's
question, and there were a couple of things he
needed to look up for Qwest as well, so it would
probably make sense to break so we can do that.

CALJ FARMER; Let's break for lunch and
come back by, according to that clock, at 1:15.

(A recess ensued.)
CALJ FARMER: Back on the record.
Do you want to get the answers to the

questions you asked him to check on first or --
MR. DEVANEY: l as going to raise a

separate procedural issue, ill could.
Ms. Steele asked us this morning whether

we intended to call a rebuttal witness after the
CLECS' case, and we have talked it over, and what
we would like to do, with the Bench's permission,
is call Dr. Fitzsimmons tomorrow in the afternoon
for brief concluding testimony to address a
limited area.

CALJ FARMER: What area was it?
MR. DEVANEY: It relates primarily to

Mr. Dunkel's presentation that was relating to a
run he did of the HAI model, using inputs from the
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FCC.
CALJ FARMER: Is that acceptable with

everyone?
MR. HEATH: At the conclusion of the

CLEC case, then?
MR. DEVANEY: Right.
MR. HEATH: I don't have a problem.
CALJ FARMER: No problems with Staff?

AT&T?
MS. STEELE: I always have a problem

with allowing them to do rebuttal, but --
CALJ FARMER: We have Collins at

1 :00 o'clock.
How much cross does U S West have for

that witness?
MR. DEVANEY: It would be a maximum of

an hour. It might even be less.
CALJ FARMER: Are you going to be filing

a summary of what Dr. Fitzsimmons is going to
testify on?
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MR. DEVANEY: We could certainly do
that, sure.
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CALJ FARMER: Why don't you try to have
that distributed to everybody at least by -- when
is the soonest you could have it done?

minutes.
CALJ FARMER: Mr. Ford is available, so

why don't we take him immediately after we
conclude that.

And how much do you have for Mr. Ford?
MR. BERG: About a half an hour.
CALJ FARMER; We'll go ahead and start

at 9:00 o'clock, just to give ourselves enough
time. If we take a longer lunch, that's okay.
Come back at 1:00 and -- for the testimony of Cox
and then go to Dr. Fitzsimmons.

MR. DEVANEY: Okay, thanks.
CALJ FARMER; Did you want to elicit the

answers to the questions from your witness, or did
you just want him to respond to the outstanding
requests for information?

MS. STEELE: Twill elicit the
Commission response.

l'm not sure whether he's had a chance
to fully review. I think there was one
outstanding question.

THE WITNESS: l've only gotten to
page 47 of the deposition, so it will be --

MR. DEVANEY: You know, actually, the
deposition is what it is, so l'm not that
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concerned. In fact, I'd go so far as to say l'm
fine if you don't bother.

THE WITNESS: l'm fine with that, too.

REDIRECT EXAMINATION

Q. (BY MS. STEELE) Mr. Weiss, you were asked
this morning the extent to which the distribution
fill factors assumed in the Hatfield Model
correspond with industry standards, and did you have
a chance to look at what Hatfield actually assumes
as to distribution fill here in Arizona? ,

Page 1615

MR. DEVANEY: Well, we could probably
have it when Mr. Weiss is done testifying. I can
head out and talk to Dr. Fitzsimmons about that.
l would guess we'd have something in a few hours.

CALJ FARMER; Why don't we go ahead and
do that. I think that will help make sure we can
get his testimony on and off tomorrow.

MR. DEVANEY: Would there be a way for
us to have him fax to me here his -- so that I
could then distribute it to everyone?

CALJ FARMER; Sure. Let's go off the
record.

(Discussion held off the
record.)

CALJ FARMER: Are there any other
procedural things we need to take up?

MR. HEATH: Just one question, if I
might.

Do you know -- does anybody have an idea
when Mr. Farrar might be going on the stand
tomorrow?

A. I believe the actual distribution fill
that they anticipate here in Arizona weighs the
basis of about 48 to 50 percent, which is not
unlike the Commission. As a matter of fact, the
Commission number would be conservative.
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Q. Now, you were asked some questions
regarding your exhibit with the direct testimony,
THW4.

Could you open to that exhibit?
Could you tell us what the purpose of

this exhibit is and what you were trying to show
here?

CALJ FARMER: He's our first witness, I
believe, so he'll be at 9:00 o'clock.

How much cross do you have for him?
MR. DEVANEY: Probably no more than 45 A. Yes, the purpose of this exhibit is to
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demonstrate what an optical digital plant
utilization factor would be under a normal growth
assumption, relative to optical digital planning.

That is to say, if you have a demand
curve that looks a lot like the one that I have
here, which is a typical demand curve, and then
you fill that demand using standard industry
equipment -- in this case, DS1s, l would achieve
the fill factors that I show at the bottom of the
page.

The only other key point here is that
this exhibit demonstrates what would happen if you
used the adjustment time provisioning process.

That's a key assumption to this exhibit.
You could not achieve these fill factors

if you were not building to a JIT standard.
Q. You say this is a typical demand curve.

What do you mean by that?
A. It's a typical demand curve in that when

you look at a root in telephone plant or if you
look at a central office and you just start out,
you have a great big jump in demand at the
beginning of the curve, and then the demand tends
to flatten out as time goes by, in terms of its
rate of growth .
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the things that it needs to do. For example,
synchronize optical network or Dsls, DS3s and so
forth.

it sets forth the standards whereby
those particular kinds of facilities will be
designed, and it sets forth the ways in which
those facilities will be managed -- the way you
can manage them using automated systems.

Q. And earlier today, you indicated that
you haven't looked at the extent to which Qwest's
current systems comply with TMN, but that you had
had an opportunity to evaluate -- I believe you
said Verizon's systems.

Can you tell me what context you were
looking at Verizon's systems?

A. Yes, in connection with cases in the New
England states, l've evaluated Verizon's OSS
system as it was proposed.

In other words, l did a critical
evaluation of the OSS system that was first
proposed by Verizon in New England. At that time,
it was Bell Atlantic or maybe even NIMEX
(phonetic).

And then as it evolved over time --
right now l'm involved in evaluating how well the
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And there you see a rather constant rate
of growth from the end of the first time period to
the end of the graph.

And that's typically what you'II see in
the telecommunications network, is a straight,
consistent rate of growth from year to year.

Q. I want to change to a different topic.
I want to talk with you about OSS and

some of the assumptions of the nonrecurring cost
models that have been proposed in this proceeding.

First, you discussed something that you
call TMN during your examination earlier this
morning.

What is TMN?
A. TMN is telephone management network or

telecommunications management network.
Basically, it's the standards that apply

beginning probably -- l believe it was in 1994
that they were first adopted .

They applied to the management and the
techniques of managing the telecommunications
network in a modern environment, that is, the
digital environment.

It sets forth the standards whereby
equipment designers can design the equipment to do
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system performs up to its stated specifications.
What I -- where I've gotten this

knowledge has been through discovery in connection
with the two cases in New England that I
mentioned, and in connection with
cross-examination of witnesses for AT&T and MCI or
WorldCom in those two cases.

I conducted the discovery. I got the
answers. I formed my opinions based on those
answers.

I caused the attorney -- my attorney in
those cases to ask questions specifically designed
to elicit responses from the AT&T WorldCom
witnesses.

And as a matter of fact, it was a rather
deep process. It's not hearsay evidence. It's
evidence that was taken under oath.

Q. What was your role in this process?
A. I was advisor to the Vermont Department

of Public Service, which is the state agency in
Vermont, which is responsible for presenting
affirmative cases on behalf of the State of
Vermont and its people.

In the state of Rhode Island, it's the
same thing. I was the witness and expert for the
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sometimes they're not shared.
MS. STEELE: That's all I have. Thanks.

EXAMINATION
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Rhode Island Division of Public Utilities and
Carriers. They also are the body principally
responsible for providing direct testimony on the
State's position in these cases.

Q. In that context, besides reviewing
Verizon's systems, did you also have an
opportunity to review the nonrecurring cost model
proposed by AT&T and WorldCom?

A. Yes, and that -- through the same
process, I got -- received my understanding of the
AT8<T, MCI/WorldCom nonrecurring cost model.

As a matter of fact, I recommended that
the model in both of those states be adopted, and
in both of those states, I believe commissions did
adopt those models.

Q. And finally, l'd like to ask you about
Qwest Exhibit 33.

You were asked to read the sentence on
the last page regarding the placing of -- the
sharing of electrical utilities and telephone
utilities at the feeder plant, and you were asked
whether you agreed with that statement.

Can you tell me what you meant when you
said you agreed with that statement?

A. Well, first of all, the statement says,
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Q. (BY CALJ FARMER) To follow up on that
question: Is there some reason, from a
performance or safety reason, why the two wouldn't
be shared?

A. Well, from AT8<T's perspective, what I
think you see, when you put these cables, the
feeder or trunk cables, in the ground -- we're
usually putting them into major thoroughfares,
next to railroad tracks or in roadways.

They do not want their people involved
in the public right of way necessarily with the
power company doing these things, but that doesn't
mean the National Electric Safety Code prohibits
it.

It allows it under certain
circumstances, and as I think I recall saying
earlier, as long as the facilities are separated
by at least six inches worth of pounding dirt.

Q. Can they interfere with each other?
A. Copper cable can be interfered with by
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"Joint trenching with power facilities should be
employed only for distribution cables and service
wires, not for feeder and trunk cables."

That happens to be, I guess, possibly a
permissive statement relative to distribution
cables and service wires.

As far as feeder and trunk cables, it
basically says that you should not -- as l
understand the document -- design feeder and trunk
cables to share the same trench with power cables.

But that happens to be AT&T's outside
plant systems engineering handbook guidelines for
doing it. It doesn't mean you cannot do it. It's
just that their guidelines prefer that you don't
do it.

The National Electric Safety Code will
allow the sharing of the trenches under certain
circumstances.

Q. And in your expert opinion as an
engineer, can feeder routes be shared among
electrical utilities and telephone utilities?

A. They can. As l said, the National
Electric Safety Code would not prohibit it, but on
the other hand, typically these companies plow in
their facilities at totally different times, and
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transmission lines that are buried next to it or
close by it.

And, of course, that's probably one
reason why AT&T has written this into their
practice, because the longer that you parallel a
power line with a cable -- with a copper cable --
the worse is going to be the electromagnetic
coupling between the conductor of the power
company and the conductor of the telephone
company.

Now, you don't have that problem with --
when you're dealing with fiber because the
electromagnetic field will not affect fiber.

So that's why this is probably somewhat
of an outdated practice for AT8T.

I don't know what year this is. This is
1994, so that's consistent with my understanding.

CALJ FARMER; Okay. Were those all your
questions?

Ms. STEELE: That's all I have.
CALJ FARMER: Did you have any follow-up

questions?
MR. DEVANEY: No, thank you.
CALJ FARMER: Thank you, sir, for your

testimony today.
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I ' l l  n o t e  Q we s t  3 4  h a s  n o t  b e e n  m o v e d .
M R .  D E V A N E Y :  T h a n k  y o u .  Y e s ,  w e ' d  l i k e

t o  m ov e  t ha t ,  p l eas e .
CALJ FARMER; Any objection?
MS. STEELE; No objections.
CALJ FARMER: Qwest 34 is admitted.
I believe our next witness is

Mr. Knowles.
MS. STEELE: AT8tT/WorldCom and XO call

Mr. Rex Knowles.
REX KNOWLES,

called as a witness, having been first duly sworn by
the Certified Court Reporter, was examined and
testified as follows:
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Q. (BY MS. STEELE) Sir, will you state your
full name for the record, please?

A. My name is Rex Knowles, K-N-O-W-L-E-S.
Q. By whom are you employed and in what

position?
A. l'm employed by XO Communications. l'm

vice president regulatory with responsibility for
all regulatory, legislative, municipal and

h a v e  a  s h or t  s u m m a r y  of  y ou r  t e s t i m on y  t od a y ?
A .  Y e s .  B r i e f l y ,  m y  t e s t i m o n y  i s  go i n g t o

be re la t ed  t owards  a  c oup le  o f  a reas ,  mos t l y  w i t h
respec t  t o  co l locat ion and the ra te  leve l
assoc ia ted wi t h  co l l ocat ion.

S pec i f i c a l l y ,  CLE C- t o -CLE C c onnec t i ons ,
b i l l  ver i f i cat ion for  condui t  s tudies ,  condui t
s pac e  av a i l ab i l i t y ,  CLE C- t o -CLE C - -  c o l l oc a t i on
ent rance f ac i l i t i es ,  space cons t ruc t ion,  and
t e rm ina t i ons .

Wi th  res pec t  t o  ent ranc e f ac i l i t i es ,  XO
has  concerns  t hat  t he f ac i l i t i es  - -  some of  t he
major  c os t  c omponent s  o f  en t ranc e f ac i l i t i es ,
s pec i f i c a l l y  manho les ,  c ondu i t s ,  and c ab le ,  a re
s hared  on l y  am ong CLE Cs  and  no t  w i t h  Qwes t  i t s e l f ,
t hereby  ov ers t a t i ng t he  c os t s  t ha t  s hou ld  be
appl i cab le  t o  t hat  e lement .

Wi t h  res pec t  t o  s pac e  c ons t ruc t i on ,  s ome
of  t he c os t s  t hat  we ' re  s ee ing in  t he c as e here in
A r i z ona  a re  ex t rem e l y  h i gh .  F o r  i ns t anc e ,  c age
c ons t ruc t i on ,  t he  c os t s  we ' re  s ee ing here  a re
t w i c e  wha t  Qwes t  has  pa i d  f o r  t he  s ame e l ement s  i n
U t ah .

Fur t her ,  engineer i ng c os t s  o f  $10, 000 i s
f i v e  t imes  h i gher  t han  what  my  engineers  t e l l  me
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incumbent relations, responsibil ities for  XO's
operations in the Qwest states.

Q .  A n d  d o  y ou  h a v e  i n  f r on t  o f  y ou  t h r e e
exh i b i ts  th a t  h ave  b een  m ar k ed ?  F i r s t ,  E xh i b i t
AT &T  Wor l d Com  11 ,  w h i ch  i s  a  p u b l i c  ve r s i on  of
you r  d i r ec t  tes t i m on y?

A .  Y e s .
Q . T h e n  A T & T  W or l d C om  1 2 ,  w h i c h  i s  a

pr opr i e tar y  ver s i on  of  your  d i r ec t  tes t i m ony?
A .  Y e s .
Q .  A n d f i na l l y ,  13 ,  wh i ch  i s  your  sum m ar y

r ebu t ta l ?
A .  Y e s . and}

Q .  A n d  d o  y ou  h a v e  a n y  - -  w e r e  t h os e
p r e p a r e d  b y  y ou ?

A .  Y e s .
Q .  D o  y ou  h a v e  a n y  c or r e c t i on s  t o  m a k e  t o

t h os e  d oc u m e n t s ?
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A .  N o .
m s .  S T E E LE :  l ' d  l i k e  t o  reques t  t ha t

A T & T  Wor l dCom  11 ,  12 ,  and  13  be  adm i t t ed .
M R .  B E R G :  N o  o b j e c t i o n .
C A L J  F A R M E R :  A T & T  W o r l d C o m  1 1 ,  1 2 ,  a n d

13 are  admi t t ed .
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the similar costs should be.
Terminations are approximately more than

twice what the Washington Transportation
Commission, looking at similar cost studies, found
that those rates should be.

CLEC-to-CLEC connections require that no
matter whether racking is used in a specific job
or not, that CLECs should pay for a portion of
cable racking, even though it should never be
required.

And field verifications should really be
limited to an audit of the records in Qwest's
possession as opposed to a field audit itself
where a field audit required Qwest's time
associated with that, and a number of manholes
that need to be reviewed are overstated .

And that concludes my summary.
MS. STEELE: Mr. Knowles is available

for cross-examination.
CALJ FARMER: Does anyone, other than

Qwest, have questions for the witness?
(No response.)

CALJ FARMER: Qwest?
CROSS-EXAMINATION

Q .  ( B Y  M s .  S T E E L E )  M r .  K n o w l e s ,  d o  y o u
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Q. (BY MR. BERG) Good afternoon,
Mr. Knowles.

Good afternoon.
Q. Let me ask you a few questions about

your present responsibilities at xo.
A. Certainly.
Q. Just kind of a prelude to the questions.

Since you joined XO, Mr. Knowles, have
you been responsible for network design,
configuration of the network?

A. I have not been responsible for those,
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no.
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Q. And Mr. Knowles, do you consider
yourself a network engineer?

A. No, I do not.
Q. And have you ever worked personally in a

centraloffice?
A. No, I have not.
Q. And do you have any experience placing

cable in a network?
A. No, I have not.
Q. And do you have any experience verifying

placement of cable in a network?
A. No, not directly.
Q. And have you personally developed cost

Mr. Knowles, on page 2 of your
testimony, you state -- go to page 2, lines 19
through 21. You say, "Qwest based its proposed
collocation rates on assumptions that are
unsubstantiated or bear no relationship to reality
or forward-looking costing principles."

Do you see that testimony?
A. l do.
Q. Mr. Knowles, would you describe for me

what you mean when you say, "forward-looking
costing principles"?

A. Certainly. And with this sentence, l'm
really trying to hit on four specific areas that I
have concerns with on Qwest cost studies.

The first is the cost of an efficient
provider. And any provider that's providing
services to CLECs in a TELRIC cost model
environment should be an efficient provider.

So from the Commission's perspective,
they should look at whether Qwest costs that they
may state that they incur are really efficient,
and how would another carrier that is similarly
situated incur cost to perform the same functions.

That's issue number one.
Issue number two is the concept of
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forward-looking costs as opposed to embedded
costs.

A substantial amount of what I have seen
in the cost studies that Qwest has put forward in
these areas have dealt with what Qwest, in their
embedded network or their actual cost,
quote/unquote, have been, as opposed to what
should be incurred on a forward-looking basis.

The third concept is the desire to have
the TELRIC cost as state-specific as possible.

With respect to the cost studies that
l've reviewed here, very limited information, if
any, of the inputs that l'm reviewing are
Arizona-specific.

And the fourth issue is the concept of
economies of scale and scope, and whether or not
the facilities have been efficiently placed.

For instance, it would appear by looking
at Qwest's cost studies that conduit running
between the manholes in the central office are
placed one conduit ate time as opposed to looking
at the installation of all the conduit that would
be required or a substantial amount of conduit
that would be required for placement.

studies for collocation rates, for example?
A. I have personally developed cost

studies.
Q. For collocation?
A. Not for collocation specifically.
Q. How about for something like field

verification? Have you specifically -- do you
have any specific personal experience in
developing a cost study for, say, field
verification?

A. No, l have not developed them. l have
merely reviewed others' costs -- other cost
studies.

Q. Mr. Knowles, what l'm going to try to do
is take you through your testimony in order, and l
won't guarantee that we won't end up moving back
and forth, because that's the nature of things,
but if you'd get in front of you either Exhibit 11
or 12.

l'm working off the proprietary version,
but l'm assuming that other than the numbers that
get knocked off, that they'II be identical, so
whichever one you want to look at will be fine.

Let's start with page 2 of your
testimony. So there's no economies of scale in
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scope.
And that's, in general, what I'm

referring to there.
Q. Would it be fair to say, though,

Mr. Knowles, that when you look at forward-looking
costing principles and apply them to a network,
that in applying the concept of an efficient
provider and forward-looking cost, you,
nonetheless, want to look at the real world as it
exists today, the technology that's available for
someone to deploy efficiently today?

A. Generally, I would agree with that, yes.
Q. Let me ask you to turn to page 3 of your

testimony, starting at the very bottom there, line
22, and going down to line 11. There's an answer
there.

Do you see the answer l'm referring to?
A. I'm sorry, line 11 on the next page?
Q. Start with page -- start with the very

bottom of page 3 at line 22, starting with, "in
general," and then finishing on the sixth line
with the word, "Arizona."

l'm going to ask you about the first
half of this answer, and then I'm going to ask you
about the second half of the answer, if that makes
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A. As a matter of fact, we asked, in data
request responses, to get information that was
Arizona-specific so we could perform that kind of
analysis.

However, Qwest did not come forward with
any information, stating that it was too
cumbersome.

However, in surrebuttal from, I believe
it was Mr. Fleming, the -- for instance, the
distance assumptions between a -- this goes on to
something we'lI probably talk about later, but the
distance for power, we got some Arizona-specific
numbers at that point, which showed that the
Arizona-specific distances were shorter than what
Qwest had been using in its general cost studies.

Q. But, Mr. Knowles, my question was: Have
you done a specific study yourself?

Leavingaside the question of what
information you wereprovided from Qwest, have you
done aspecificstudy yourself to determine
whether the cost of collocation componentsor --
whether the cost of collocation componentswould
be different in Arizonathan from somewhere else?

A. As I stated, no, because the information
to conduct such analysis was not provided.
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it easier for you.
Do you see what l'm referring to,

Mr. Knowles?
A. Yes, I do.
Q. And that's your testimony -- to relate

back to the answer you gave me a few minutes
ago -- which expresses a concern that the
collocation jobs that Qwest based its collocation
cost study on are Arizona-specific.

Is that a fair way of characterizing at
least that part of the answer?

A. That is one issue that is brought up in
this, yes. There are more.

Q. And Mr. Knowles, would you agree with me
that when you're looking at whether costs are
Arizona-specific or not for collocation, that some
components of collocation job are going to be the
same across Qwest 14-state territory?

A. Yes. Some of the components will be the
same.
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Q. And have you undertaken any specific
study to determine whether certain components of a
collocation job in Arizona would be the same or
different, say, from one of the other 14 Qwest
states?

Q. But you didn't go out, for example, and
call vendors in Arizona, say, of some collocation
equipment, and vendors in Colorado, and vendors in
Minnesota, and vendors in Washington, and make
your own study of what the relative prices of the
equipment was, did you?

A. I did not look at equipment, but what
l'm referring to mostly is the situation with
respect to Qwest central offices and distances
that are assumed in many of the models.

Q. And you didn't go out and do a survey of
Qwest central offices, even on a random basis, in
the 14 states to determine if those distances are
different, did you? l'm asking if you yourself
did it, Mr. Knowles.

A. I participated in a study such as what
you're talking about in the State of Utah, where a
number of central offices were visited. Some by
me and some by others, as well.

And l didn't participate in each one of
the central offices. However, the results were
compiled by the Division of Public utility, which
is the -- Utah's, analogous to the Commission
staff, and they provided that information for
people to review for that state in particular.
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Q. Now, let's go to the second half of that
paragraph we're talking about. Remember, I
stopped you on line 6. l'm going to ask you to
read from line 6 on down.

At this point in your testimony, as
opposed to the Arizona-specific issue, you're
talking about the issue of using the 41 careless
collocation jobs as a basis for determining costs
for caged collocation.

Is that a fair statement of what the
second half of that answer deals with?

A.  Yes.
Q. And, Mr. Knowles, is it true that some

of the elements of a careless collocation are
going to be the same as the elements of a caged
collocation?

A. Some elements will be the same.
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Q. And what elements do you think will be
different?

Q. But have you done that in other Qwest
states, other than Utah?

A. I have not.
Q. For example, Mr. Knowles, have you

specifically investigated whether the cost of
termination blocks would be different in Arizona
than it is in Utah, for example?

A. I believe I already stated that I have
not.

Q. How about the cost of power cables?
A. I have not.
Q. And do you have any reason to think that

investment factors such as the cost of capital
would differ, say, between Arizona and Colorado?

A. l would defer that type of a question to
Mr. Weiss and those who have reviewed those areas.

Q. And did you undertake any investigation
of whether labor costs in the central office
differed between Arizona and Utah?

A. I did not.
Q. And how about maintenance factors?
A. Again, I did not look at that, and that

would be something that Mr. Weiss or others would
be more appropriate to ask.

Q. As you sit there today, Mr. Knowles,

A. It depends on how you define "caged"
versus "careless."

My understanding of how Qwest's model
determined or used caged versus careless, in a
cageiess environment, they assumed, for instance,
no entrance facilities.
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isn't it true that you have no independent way of
determining whether the components in the cost
contained in the 41 collocation jobs that Qwest
used as the basis of its collocation study are
typical of Arizona or not?

A. I do not have anything specific with
Arizona.

For other states, for instance,
Washington, has found that some of the information
in those 41 jobs were not appropriate.

Q. Mr. Knowles, l don't mean to be rude,
but to answer my question, as to Arizona, you have
no specific basis, you've done no study from which
you can conclude whether or not those 41
collocation jobs were representative of the costs
that Qwest incurs providing collocation in
Arizona, is that correct?

A. As I stated, no.
However, those same 41 jobs have been

included in each one of the Qwest cost studies
that have gone to other states that l've worked
In.

And in particular, in Washington, they
found that those 41 were not representative, and
they determined that they weren't appropriate.
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At cage, they assumed there was entrance
facilities. Even though it's a separate rate
element, for the purposes of the modeling, the
careless would not have entrance facilities
represented in it.

Q. If you focus on the element of caged
collocation ~- ignore the entrance facilities for
a moment.

Assuming that you're focusing on the
charge for a caged collocation -- space
construction charge, let's say -- for a caged
collocation versus a careless collocation, what
are the differences going to be, Mr. Knowles?

A. The element difference, primarily, is
going to be the cage.

However, the space that is used for a
cage versus a careless collocation are different,
hence, we don't know what other differences might
come out in space preparation.

And let me get specific for you.
On a careless collocation, what

typically will happen is that Qwest will put a
careless collocation in rack space that is already
in line with Qwest's own facilities.

Cageless -- that's careless.
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In caged collocation, they prepare a
whole new area of the central office or a
different area -- new work, I don't know, but a
different area, and it's segregated from those
Qwest central office lineup.

So there are some differences, and how
those would impact the costs, I don't know,
because that cost study was never presented.

Q. As you sit here today, are you -- I want
to be sure I understand the criticism you're
making here.

Is it your concern that by using
careless collocation jobs as the base -- careless
collocation job costs as the basis for prices of
caged collocation, the caged collocation rates may
be overstated? Is that the concern you're
expressing in the second half of that paragraph?

A. The concern that I have is not one of
overstating or understating, but rather, lack of
verifiable information. We have nothing upon
which to make a determination. For instance --
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you're not ready.
A. Let me review for a second.
Q. Sure, no problem.
A. Yes.

Q. Again, Mr. Knowles, let me stop you. I
think you answered my question, which is your
concern is a lack of information.

Again, you haven't yourself done a study

Q. Now, you're referring to the difference
between the charges Qwest has proposed in this
docket and some charges that Qwest proposed in
Washington.

is that the comparison you're making
here, at least in part?

A. In part, correct, yes.
Q. And, Mr. Knowles, you're aware, aren't

you, that the proposed Washington rates you
referenced were filed by Qwest after the
Washington Commission issued an order requiring
Qwest to use a Commission-ordered methodology in
calculating those rates, isn't that true?

A. That is correct, and the methodology
prohibited Qwest from dedicating a POI to CLECs,
but rather, required them to do a shared pol.

Q. But when you're comparing the two Qwest
proposals, the one here and the one in Washington,
the Washington proposal started with a
Commission-ordered set of -- Commission-ordered
methodology or set of assumptions, didn't it?
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ends on line 21 with, "Arizona.
A.  Yes.
Q. Mr. Knowles, is it your testimony that

Qwest cost studies assumed that there are only
going to be three collocators in each central
office?

A. With respect to entrance facilities,
yes.

Q. Isn't it a fact, Mr. Knowles, that Qwest
cost studies assume that there will be six
collocators in each central office, three caged
and three uncaged? Isn't that an accurate
characterization of what Qwest collocation cost
studies assume?
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which you compared costs of caged versus careless
collocation in Arizona to determine some kind of
relationship based on your own personal knowledge
that you could base an analysis on, isn't that
correct?

A. There are some areas where differences
have been brought up in other cost proceedings by
Qwest witnesses themselves.

Q. Again, Mr. Knowles, my question was:
Have you yourself done a study comparing careless
collocation in Arizona and caged collocation in
Arizona so that you can make an independent
judgment about the relationship between
appropriate rates for careless and caged
collocation?

I didn't ask you about another docket.
I didn't ask you about somebody else's testimony.

I've asked you whether you've made a
study.

A. No, I have not. l'm just like Qwest.
Q. Let me move you to page 5, lines 18

through 25 of your testimony.
At that part of your testimony -- are

you there, Mr. Knowles, and have you looked at it?
l don't want to start the question if

1 A. With respect to one issue, yes.
2 Q. Let's go to page 6, line 17 through 19
3 of your testimony.
4 Actually, Mr. Knowles, let me correct
5 that, and ask you to read down to line 21. I want
6 you to read 17 through 21. That's the sentence
7 that starts with, "Qwest, for example," and then

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

A. That is correct.
However, for entrance facilities, only

three are assumed.
Q. Is that because the study assumes that
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Q. So let's assume with me for the moment
that what we have is a central office where you
have the six that Qwest assumes -- six
collocators, and three of them use the entrance
facilities, and three don't.

You with me so far?
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only the three caged collocation -- collocators
will use the entrance facilities, Mr. Knowles?

A. I believe that is what Qwest's
assumption is.

Q. And here in this paragraph, you say
"There are approximately seven collocators that
ought to be considered."

Is that a fair statement of the second
sentence of the part I had you read?

A. With respect to total collocation, yes.
Q. And, Mr. Knowles, is it your testimony

that if we assume an average of seven collocators
per central office instead of the six assumed by
Qwest, that all seven of those collocators would
use entrance facilities?

A. No. If you look down in the next page
of my testimony, you'll see where you're going to
get to the essence of my testimony or my advocacy
on this, and if you look specifically from line
seven --

Q. Is this page 7?
A. Yes, page 7, line 7, through the end of

that paragraph.
Q. That deals with the dedicated manhole

issue, is that fair?
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A.  Yes .
Q. Is it your testimony that the three

collocators who don't use the entrance facilities
shouldn't have to pay for those entrance
facilities and shouldn't be considered in
calculating the rate that the people who do use
the entrance facilities have to pay?

Are we together so far?
A. Yes, and I believe the answer is yes,

assuming that the people that do use those
entrance facilities includes everyone that should
use those entrance facilities.

Q. And assume with me for a moment you've
got three collocators using them and three not.
Let's keep it simple, and we'll get more
complicated from there, okay?

So it would be your testimony that the
three collocators who use the three entrance
facilities should share the cost of that entrance
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A. Not just the manhole, but that concept
would be applicable to entrance facilities in
general. The manhole, conduit, and fiber.

Q. But, Mr. Knowles, is it -- let me ask
you a question: When you -- I think l asked you
whether all seven of the collocators that you're
assuming would use the entrance facilities in the
central office.

In your testimony, what are you assuming
about how many of those seven collocators would
use the seven entrance facilities?

A. it was difficult to ascertain what
Qwest's assumptions were.

My advocacy, which l believe is your
original question, is that not only -- however
many CLECs are actually using the facility should
be included in the cost studies, but Qwest's own
use of that facility or those facilities should be
included.

Q. Should you include CLECs that are
collocated in the central office but don't use the
entrance facility when you're clogging up the
entrance facility cost?

A. In that scenario, you should use the
CLECs that are, as well as Qwest's own use.
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facility, and that a portion of that cost
shouldn't be off-loaded onto the three that don't.

Is that a fair statement?
A. Not quite. The three that use the

facility should share the cost of that facility
with Qwest, who would also use that facility.

Q. I was going to get to that point next.
A. But not with those that aren't using it.
Q. So it's your testimony that if you had

an entrance facility, and let's say you had three
collocators using it, and Qwest didn't use it at
all -- assume that you've got an entrance facility
right now that three collocators are using -- that
Qwest should, nonetheless, share the cost of that
entrance facility with those collocators?

A. Absolutely.
Q. Even if it isn't using them --I haven't

asked you that question, so why don't you wait
until I do.

A. That is correct.
Q. It is your testimony that -- for

example, if you have an entrance facility that is
solely used by three collocators, that the cost of
that facility should be shared by Qwest and the
three collocators, is that correct?
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it's been reduced, Mr. Knowles?
A. My understanding was they had assumed

60 percent prior, and now they assumed ten
percent.

Q. So then, instead of assuming that
60 percent of a dedicated manhole would be
included in the entrance facility rates, you're
assuming ten percent of a dedicated manhole.

Is that your understanding?
A. That's my understanding of what Qwest's

adjustment has been.
Q. Let's stay on the same pageant go down

to lines 16 through 19.
Here you're talking about standard,

shared, and cross-connect entrance facilities, is
that correct?

If you need a minute to look at it, go
ahead.
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A.  Yes .

A. That is correct.
Q. Should itbe shared on a pro rata basis

so that the three collocators and Qwest each share
a fourth of the cost of that facility,
Mr. Knowles, or would you do it some other way?

A. I would do it based on the efficient use
of the available facilities.

So to the extent that that facility has
a capacity -- we'Il say a manhole has a capacity
of 50 cables or conduits that go in and out of Ir.
To the extent there was a capacity of 50, you
shouldn't limit the cost sharing to three
collocators, for instance, when Qwest can use that
manhole to put additional facilities in.

So however many facilities that might
be -- so if there's 50 capable and you assumed a
fill factor of some sort, then that would be total
capacity you would divide the entire cost over.

Q. But the three CLEC collocators each
ought to pay for the portion of the manhole
they're actually using, is that correct?

A. Relative to the overall capacity, yes.
Q. Do you know whether the HAI model that's

being sponsored by AT8=T and WorldCom in this case
uses the type of allocation methodology for

Q. And one of the things that you express a
concern about is, "The inclusion of not only fiber
costs but additional facilities, including fiber
distribution panels and cross-connects dedicated
to CLEC use."

Is that a fair statement of the sentence
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entrance facilities that you're advocating?
A. I am not --
Q. You don't --
A. l'm not aware.
Q. Let me ask you to turn to page 7.

Again, I think it's the first full paragraph, the
one you pointed me to when we were back on page 6.

A.  Yes.
Q. One of the things you talk about in

there is the costs associated with a separate CLEC
manhole.

Is that a fair description of at least
one of the issues you're raising in that
paragraph?

A. Yes.
Q. And isn't it true that since the time

you filed your testimony, Qwest has removed the
cost of a dedicated CLEC manhole from the price it
proposes for entrance facilities?

A. That is not my understanding.
Q. It is not your understanding?
A. My understanding is that Qwest has

reduced the percent allocation of costs to a
dedicated manhole.

Q. And by what percentage do you understand
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that's on lines 17 through 19?
A. Yes.
Q. And, Mr. Knowles, isn't it true that a

fiber distribution panel is necessary in
connection with standard and cross-connection
entrance facilities?

A. It's my understanding, from what I have
seen since I filed this testimony, that Qwest's
engineers have since stated that this is required.

If you look on lines 19 and 20, I stated
that Qwest failed to explain why such facilities
are necessary.

To the extent that those have been
deemed to be necessary, I do not dispute the
inclusion of fiber distribution panel.

Q. So to the extent that those have now
been shown to be necessary, you don't have a
problem with including that cost anymore.

Is that a fair statement?
A. That's correct.
Q. Let's go to page 8 of your testimony.

It you take a look at the first full question and
answer on that page, the one under the heading
"Space Construction DC Power."

A. Yes.
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Q. I think one of your concerns here is
with the single element aggregation of the space
construction charge.

Is that a fair description of at least
one of the concerns that you're raising here?

A. That is one of two, yes.
Q. And are you aware, Mr. Knowles, of

whether Qwest has indicated in this proceeding
that it would be willing to disaggregate the caged
construction charge and make it a separate charge?

A. That is my understanding.
Q. Let's go to page 9, lines 10 through 18

of your testimony.
And again, this relates to, I think, in

this time -- at this point, again, the three
collocators issue. Go down to, say, lines 10
through 18.

Please take a look at that.
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A. Yes.
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Q. Now, again, we went through this again,
but I want to be sure we're clear about it in this
context.

Qwest has assumed six collocators in a
central office, isn't that correct, in its cost
study?

Is that a fair statement of your
position?

A. Can you repeat one more time?
Q. Again, if we assume that we have seven

collocators and not all of them are going to be
using entrance facilities, your criticism of
Qwest's rates here isn't that -- trying to do this
without putting two negatives in -- what you're
criticizing is not a failure to include people who
aren't using entrance facilities in the study and
spread the costs over to them, but some failure to
include Qwest along with the other collocators,
and make an allocation of those costs based on
Qwest and, again, hypothetically, the three
collocators who use the entrance facility, is that
correct?

A. That is, in essence, what we're looking
at -- making sure that we've accounted for
everyone who can or should be using the facilities
that we're costing out.

Q. So the problem isn't necessarily that
we're dividing by three instead of seven -- the
number of collocators.

It's that dividing by three -- meaning
the collocators using the entrance facilities --

Page 1655

A. That's my understanding.
Q. Three of those are caged, and three of

those are careless.
Is that also your understanding?
That's correct.

Q. It assumes that three of those
collocators are going to use the entrance
facilities?

A. That's my understanding.
Q. Instead of the total six or seven you've

talked about as a number, is that correct?
A. That's correct.
Q. And again, to the extent that even if

you had seven collocators, some of those
collocators, three or four of them, didn't use
entrance facilities to obtain collocation, it
wouldn't be appropriate to spread the cost of that
collocation over those collocators, is that
correct?

A. I think that's accurate.

Page 1657

instead of some factor that would also recognize
thatQwest is using those facilities or should be
usingthose facilities, is that fair?

A. To the extent that those facilities are
or should be used by Qwest.

Q. If, in fact, there are some entrance
facilities that shouldn't be used by Qwest but
that would only be used by the three collocators,
then -- the three col locators who useentrance
facilities -- then the appropriate thing to do
would be to divide those costs by three, isn't
that correct? That's how you'd allocate such?

A. To the extent there were such, but l'm
not aware of anything in the entrance facility
category that would meet that category.

Q. But again, the problem is not dividing
by a total of seven col locators.

Your real criticism is a criticism that
the Qwest study hasn't factored in presumed usage
by Qwest, is thatcorrect?

A. Not in every case, but in some cases,
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Q. And really, your complaint here is,
again, not that it isn't spread over the
collocators who aren't using the facilities, but
that's it's not spread over the other collocators
and Qwest.
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yes.
Q. How about in this specific case we're

talking abouthere?
A. Possibly, yes.
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Q. Let's go to page 10 of your testimony at
lines -- starting at line 17, and go through to
page 11, line 6.

A. Okay.
Q. This has to do with something, I think,

you and I were discussing earlier about some
information you asked for from Qwest that you
didn't get.

Is that a fair statement of part of what
this answer is about?

couple of times, so again, the concern isn't that
if you had -- well, let me ask the question in a
different way.

Let's go back to page 13, and l'm going
to ask you to look at lines -- ask you to look in
the middle of the answer on page 13, lines 17 and
18.

A. Yes.
Q. And again, have you conducted, yourself,

any study to determine whether the Qwest costs for
power cable installation is different in Arizona
than it is in the five central offices used
here -- discussed here?
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A. No, I have not.
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You list the collocation sub-elements
there, don't you? This page 13, lines 17?

A. l'm just reviewing it.
Q. And one of those sub-elements is cable,

is that correct?
A. That is correct.
Q .  And, Mr. Knowles, would cable, as a

sub-element of termination, be shared among three,
or seven, or any number of col locators?

A. There is -- and l'm not -- I can't
recall specifically which element this would be
included -- but I believe in either number one
cable or number two cable placement, racking would
be included, and that would be shared.

Other than that, the cable would not be
shared.

Q. And how about the blocked panel or
connector, element number three?

Q. Let's go back a bit. I told you l'd do
this to you at least once. We're going to go back
to page 9. I was doing it on a computer, and I
thought I moved everything around, but I missed
this one. Sorry.

Let's go to page 9, lines 4 through 6.
And here you're talking about the

difference between some Washington rates that were
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approved for Verizon and some rates that were --
and Qwest-proposed rates here in Arizona.

Is that a fair description of what we're
talking about here?

A. That is true.
Q. And, Mr. Knowles, have you yourself

conducted any study or done any analysis of
whether it's proper to recover the costs of caged
construction through a recurring or a nonrecurring
charge?

A. I have performed no such analysis.
Q. And so -- let's go on to page 14, lines

17 through 18.
This has to do with the cost of

termination sub-elements, is that correct? Is
that what this testimony is about?

Let me let you read it, if you need to.
Yes.

Q. And again, one of your concerns is that
in setting prices for these termination
sub-elements, that Qwest has assumed the three
collocators will use them and not seven.

Is that what part of that says?
A. Part of it, yes.
Q. And again, we've been through this a
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A. It could be shared, yes.
Q. And how about the blocked panel or

connector placement?
A. To the extent that the block panel or

connector is shared, so would the placement, and
possibly even -- in addition to that, with both
cable placement and block panel and connector
placement, to the extent that there are economies
of scale and scope, by placing multiple at one
time, that should be reflected in an efficient
provider, as well.

Q. But, I think to the extent the cable
itself isn't shared, one cable gets used for one
person. It doesn't get used for three or seven
collocators.

Then, the difference between using three
collocators or seven col locators isn't going to
make any difference in the costing of that
element, isn't that correct?

A.
Q. And the same thing, if you assume for

the moment that block, or panel, or connectors are
CLEC-specific, then using three col locators or
seven collocators wouldn't make any difference,
would they, Mr. Knowles?

On that element, that is correct.
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1 A .  W i t h  t h a t  a s s u m p t i o n ,  n o .
2 Q .  L e t ' s go  t o  p a ge  1 7  o f  y o u r t e s t i m on y ,
3 a n d  t h a t h a s  t o  d o  w i t h  f i e l d ver i f i cat i on?
4 A .  Y e s .
5 Q. Mr. Knowles, have you personally
6 participated in any field verification process?
7 A. I have not.
8 Q .  A n d  y o u  i n d i c a t e i n  t h e  c o u r s e  o f th i s
9 t e s t i m o n y th a t ,  " T h er e 's  n o n eed  for  a  m an h ol e

10 r eview in  a  f i e ld  ver i f i cat ion p r o c e s s ,  b e c a u s e
1 1 Q w e s t  s h o u l d  b e  a b l e  t o d e t e r m i n e t h e  c a p a c i t y
1 2 "
1 3
1 4
1 5
1 6
1 7
1 8
1 9
2 0
2 1
2 2
2 3
2 4
2 5 The probabi l i t y ,  f rom the i r  perspec t i ve ,

from the records it keeps.
Is that a fair summary of your position?

A. That's accurate.
Q . An d ,  M r .  Kn ow l e s ,  w h a t  a b ou t  p r ob l e m s

s u c h  a s  a  c o l l a p s e d  o r b l oc k e d  c on d u i t ?  I s  i t
you r  assu m p t i on  th a t  th er e 's  n o n eed  for  an y
p h ys i ca l  r ev i ew of  th e  con d u i t  or  of  th e  m an h ol es
t o d e t e r m i n e i f  ther e 's  any  phys i ca l  obst r uct i on
i nvol ved  i n  p l ac i ng  fac i l i t i es?

A . My  op in i on  i s  bas ed  upon  my  d i s c us s ion
wi t h  X O engineers  who were  i nv o l v ed  w i t h  t h i s ,  and
thei r  s tatement  to  me is  that  t he audi t  o f  t he
records  should be a l l  t hat ' s  requi red.
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A .  My  ex per i enc e  i s  on l y  what  my  engineers
te l l  me ac tual ly  happened.

Q. And it's true that you have actually
never been out on a field verification yourself to
see whether or not Qwest engineers check every
manhole, every other manhole, the first and last
manhole? You just don't know of your personal
knowledge, is that correct, Mr. Knowles?

A. I rely upon the statement of my
engineers, who have done exactly what you're
talking about.

Q. Is the answer to my question you have no
personal knowledge, isn't that correct?

A. That is correct.
My s tatement  i s  based upon in format ion

rece ived f rom XO engineers  who have had that
pers ona l  k nowledge.

Q. In fact, Mr. Knowles, when your
deposition was taken -- I think it was earlier --
probably sometime last week, you testified that
that experience, insofar as you understood it, was
based on one XO engineer going out and looking at
one job -- one field verification, l'm sorry, and
that that was the experience that engineer had
had, isn't that correct?

Page 1663 Page 1665

A .  T h a t  i s  c o r r e c t .
M R.  B E RG:  I  hav e  no t h i ng f u r t he r  f o r

M r .  K nowl es .

EXAMINATION

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

that  there would be any  other issue assoc iated,  in
the nature that  you' re talk ing about ,  is  very
uncommon,  hence,  they  wouldn' t  expec t  that  to be
requ i red.

To the ex tent  that  i t  is  required,  we
have issues  wi th how much t ime and cos ts  would be
assoc iated wi th i t .

Q. Setting aside the cost and time issues
for a moment -- is it your testimony that anyone
at XO has done a specific -- an Arizona-specific
study that would determine whether or not -- or
the percentage of time that's necessary to do a
field verification study to determine whether you
have blocked or damaged facilities?

A. No, and it's my statement also that
Qwest hasn't provided one, either.

Q. And referring to page 18, lines 10
through 12 of your testimony, here you're talking
about that, "Qwest doesn't actually inspect every
manhole along the route that CLEC has requested."

Do you see that testimony?
A. I do.
Q. Mr. Knowles, do you have any personal

experience with what Qwest personnel do in a field
v e H H c a H o n ?
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Q .  ( B Y  C A L J  F A R M E R )  I  d o  h a v e  a  c o u p l e  o f
q u e s t i o n s  f o r  y o u .

Y ou  w e r e  a n s w e r i n g  q u e s t i on s  a b ou t
sh ar i n g  en t r an ce f a c i l i t i e s  c o s t s ?

A .  Y e s .
Q . How  m an y  p eop l e  - -  h ow  m an y  en t i t i es  can

shar e  the  en t r ance fac i l i ty?
A .  F rom  Qwes t ' s  c os t  s t ud i es ,  t he re  a re

c apac i t y  c apab i l i t i es  t ha t  a re  s hown f or  eac h
e l em en t .

A nd  f o r  i ns t anc e ,  a  manho le  - -  manho le
z ero ,  Qwes t  c l a i m s  has  a  c apac i t y  o f  20 .  M anho l e
one has  a  c apac i t y  o f  50 .  A nd  t he  s ame f ac i l i t y
i s  used f or ,  f o r  i ns tance,  what  t hey  cons idered a
ded i c a t ed  m anho l e .

So t he  c apac i t y ,  f rom what  l  unders t and,
as s um ing t ha t  manho le  z e ro  i s  t oo  c onges t ed  - -
bec aus e l  be l i ev e t ha t  i s  one o f  Qwes t ' s
as s umpt i ons  - -  i s  t ha t  manho le  one  wou ld  hav e  a
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Qwest changed the estimates of the amount of
manhole --

A. The original -- my understanding, the
original Qwest study stated that 60 percent of the
time CLECs were going to be forced to use a
segregated manhole all to themselves and divide
that cost among three people.

Their new study changed that assumption
to ten percent of the time.

However, it still requires ten percent
of the time that you be segregated and have that
cost incurred only by the CLECs.

CALJ FARMERs Do you have any redirect?
MS. STEELE: I do have a little bit.

REDIRECT EXAMINATION.
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Q. (BY MS. STEELE) Along the same lines,

Page 1666

capacity  of  50,  hence,  i f  there's  a capacity  of  50
and the CLECs only  need three,  assuming maybe some
f i l l  factor,  we would need three-fort ieths of  the
cost  al located to the CLECs,  one condui t  per CLEC.

Well ,  actual ly  that 's  even overstat ing,
depending upon what  k ind of  ent rance fac i l i ty  you
have.

I f  you have express f iber,  you would use
a conduit  al l  for one ent i ty .

However,  for the shared and
cross-connect  ent rance fac i l i t ies ,  Qwest  assumes
that  each CLEC only  uses  a certain number of
f ibers,  and those f ibers,  then,  would al l  go in
one condui t .

So you would only  use one condui t  in one
of  the capaci ty  of  50 in that  manhole.

Now,  that  condui t ,  Qwest  has  assumed
it 's  going to be dedicated jus t  to CLECs,  and they
assume that  approx imately  12 f ibers  per CLEC wi l l
go in,  so that  you're us ing 36 f ibers in a conduit
that  eas i ly  has a capac i ty ,  f rom what  my engineers
tel l  me, of  144 f ibers.

So i f  you're put t ing in a f iber that  has
excess capac i ty ,  that  excess capac i ty  should and
would be used by an ef f ic ient  prov ider,  rather

just so we -- we all know what we're talking
about, what is manhole zero?

A. My understanding of manhole zero is it's
the last manhole -- or first manhole, depending on
how you look at it -- coming out of the Qwest
central office.

So Qwest central office has conduit

Page 1667

than forc ing t hat  t o  go s t randed and on ly  le t  t he
CLE Cs  us e  t ha t .

Q . S o a r e  you  say i n g  th a t  th e  Q w es t  m od e l
d i v i des  the  tota l  capac i ty  by  the  num ber  that  a r e
shar i ng  i t  i n  por t i ons  a t  cost  to each  of  those?

A .  T h e  wa y  I  u n d e r s t a n d  t h e  Q we s t  m o d e l  f o r
t he  ded i c a t ed  manho le ,  t hey  as s ume t h ree  en t i t i es
us ing i t  t o ta l l y .  So they  take the to ta l  cos t  o f
p lac ing t hat  manhole ,  and t hey  d iv ide i t ,
bas ical l y ,  by  three.

Our op in ion i s  t hat  t hat  manhole,  f i rs t
of  a l l ,  shouldn ' t  be p laced i f  t here 's  capac i t y
a l ready  ex i s t i ng i n  manho le  one where  Qwes t  i s  a t .

And t o  t he  ex t ent  t ha t  t ha t  manho le  one
i s  a t  c apac i t y ,  Qwes t  has  t o  p lac e  anot her  manho le
for  t he i r  own uses ,  as  wel l  as  f or  compet i t ors
that  are  c oming in ,  and t here fore ,  y ou s hou ld  f i nd
out  what  t he  av erage f i l l  f o r  a  manho le  s hou ld  be
and d i v ide  i t  ac ros s  t he  appropr ia t e  number  o f
people us ing i t .

I f  t hey  could put  30 condui t s  in  t here
and us e 30 c ondui t s ,  t hey  s hou ld  do t hat ,  ra ther
t han  bu i l d i ng a  s epara t e  one  and  k eep i ng t he  CLE Cs
s egrega t ed .
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coming out  of  i t ,  going into manhole zero.
From that  point ,  i t  would go out  to

manhole one.  There wi l l  be a number of  manhole
ones ,  and potent ial ly ,  a number of  manhole zeroes .

So the first point of entry is manhole
zero. The next manhole would be manhole one.

Q. And did Qwest cost studies presently
assume that the CLECs will be permitted to use
manhole zero?

A.  I t ' s  my  unders tand ing t hat  t he CLECs
wi l l  use manhole zero as  a pass-through to get  to
the central  of f ice.

So manhole zero is  inc luded in every  one
of  the costs ,  and then the other costs  are
90 percent  enter ing through manhole one and ten
percent  enter ing through a dedicated manhole.

Q .  O k a y .  N o w ,  y o u  w e r e  a s k e d  a  l o t  o f
ques t i ons  abou t  - -  f o r  ex am p l e ,  y ou  we re  as k ed
a b o u t  Q w e s t ' s  a s s u m p t i o n s  r e ga r d i n g  c a ge d
c o l l oc a t i on  i n  A r i z ona .

And you were also asked about Qwest
assumptions regarding power cable installation in
Arizona, and you were asked why you didn't do your
own study of those issues.

Can you tell me why you did not do a
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cal led as a wi tness,  hav ing been f i rs t  duly  sworn by
the Cert i f ied Court  Reporter,  was  examined and
test i f ied as fol lows:

DI RECT EXAMI NATI ON
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Page 1670

study of the Arizona-specific costs request?
A. Well, I don't have the information

available to me.
That  would be informat ion that  Qwes t  has

avai lable to i tsel f ,  and through the data reques t
response process ,  f  was  hoping to get  informat ion
that  would al low that  k ind of  analys is ,  but  i t
never  came.

Q.  Now,  you  a l so i n d i ca ted  th a t  you  wer e
a s k e d w h e t h e r Q w e s t  s h o u l d  b e r equi r ed to pay for
entrance faci l i t ies,  even i f  i t 's not using t h o s e
f ac i l i t i es , and your  answer  was yes.

Why i s  your  answer  yes?
A.  Wel l ,  i f  you look  a t  ent rance

fac i l i t ies  -- and we're talk ing about  both the
dedicated manhole and the condui t  that  goes  into
the cent ral  of f ice --  that  dedicated manhole
should never be dedicated.

The only  t ime that  there is  an embedded
bas is ,  CLECs that  are cof f in thei r own manhole,  is
because they  have been forced to be there,  based
on Qwest 's  pol icy .

There should not  have been - -  f rom an
ef f ic ient  prov ider in a forward-look ing cos t ,  you
should not  be requi red to be segregated of f  in
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Q .  ( BY  M S .  S T E E L E ) Wi l l  y ou  s t a t e  y ou r
f u l l  nam e f o r  t he  rec o rd , please?

A.  My  name i s  M ic hae l  Hy doc k ,  H-Y -D-O-C-K .
Q. And by whom ar e you employed,

Mr .  Hydock ?
A .  A T & T .
Q. And in front of you should be two pieces

of paper, two exhibits. The first is your direct
testimony, which is labeled AT&TlWorldCom 14, and
then your summary and rebuttal, which is labeled
AT&TlWorldCom 15.

D o  y o u  h a v e  t h o s e ?
Yes,  l do.
Did you pr epar e that testimony?
Yes.
Do you have any cor r ect ions to make to

A.
Q.
A.
Q.

i t ?
A .  N o .

MS.  STEELE:  I 'd l ike to reques t  the

Page 1671

y our  own manho le  when t here ' s  c apac i t y  av a i l ab l e
i n  m anho l e  one .

I f  there isn ' t  capac i t y  avai lable in
manho le  one,  t hen  t he  new po in t  o f  i n t e rc onnec t i on
s hou ld  be  a  s epara t e  manho le ,  bu t  t ha t  manho le
should ,  i n  f ac t ,  be shared by  Qwes t ' s  add i t i ona l
f u ture  needs  as  wel l .

M S .  S T E E L E :  O k a y .  T h a t ' s  a l l  l  h a v e .
CA LJ  F A RM E R:  A ny  f u r t he r  ques t i ons  f o r

t h i s  wi t ness?
M R .  B E R G :  N o ,  n o t h i n g .
CA LJ  F A RM E R:  T hank  y ou ,  s i r ,  f o r  y ou r

t es t imony  t oday .
W e  h a v e  o n e  m o r e  w i t n e s s .  W h y  d o n ' t  we

tak e a  s hor t  b reak .
(A  rec es s  ens ued . )

C A L J  F A R M E R :  L e t ' s  go  b a c k  o n  t h e
rec ord .

A re  y ou ready  t o  c a l l  y our  nex t  w i t nes s ?
M s .  S T E E L E :  Y e s .  A T & T A n 0 r l d c o m  a n d  X O

c al l s  Mr .  Hy doc k .
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admiss ion of  AT8tT/WorldCom 14 and 15.
MR.  B E RG:  No ob jec t i on .
CA L J  F A RM E R:  A T & T / wo r l d c o m  1 4  a n d  1 5

are admi t ted.
Q .  ( B Y  M S .  S T E E L E )  M r .  H y d o c k ,  d o  y o u  h a v e  a

s h o r t  s u m m a r y  o f  y o u r  t e s t i m o n y ?
A .  Y es ,  I  do .

My tes t imony prov ides  a summary  of  the
specif ic  pric ing proposals  that  AT8<TANorldCom and
XO are mak ing for serv ices  and elements  at  issue
in this  proceeding.

My tes t imony serves to f rame the joint
interveners '  case wi th respect  to pric ing and
pol icy analys is .

l  summarize the joint  interveners '  case
and prov ide the pr ic ing recommendat ions  that
fol low f rom the technical  wi tness '  analyses.

I  discuss the appropriate pric ing and
pol icy  f ramework  that  the Arizona Corporat ion
Commiss ion should fol low wi th respect  to this
case.

My spec i f ic  recommendat ions  inc lude one,
the ACC must  requi re Qwest  to prov ide cos t -based
loop rates that  ref lect  al l  current  informat ion
and updated informat ion s ince the ACC f i rs t
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MS. STEELE: I totally forgot about
that.
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THE WITNESS: I have a copy back there.
CALJ FARMER: Off the record for a

reviewed these rates in 1997.
Factors such as capacity utilization,

more refined cost input factors, capital structure
factors, Qwest-U.S. West merger efficiencies, and
other issues as described in my testimony and in
the testimony of Mr. Weiss must be used to update
Qwest's UNE prices.

These factors have been incorporated
into the joint interveners' proposed loop and
other UNE rates.

The joint interveners estimate that such
reduction will result in a rate for the UNE-Loop
that is approximately 50 percent lower than that
adopted in the prior cost proceeding.

The current statewide average loop rate
of $21 .98 has not and will not lead to the
development of any significant competition in
Arizona.

Two, true deaveraging must be
implemented for Qwest's loop prices in the course
of this docket.

Current structures for deaveraging
permit Qwest to charge CLECs the same rate for
loop regardless whether that loop is in downtown
Phoenix, close-in suburbs, or in less

minute.
(Discussion held off the record.)
CALJ FARMER: Back on the record.

Q. (BY MS. STEELE) Mr. Hydock, you've been
shown Exhibit 16, which is a piece of testimony that
your counsel totally forgot about.

Did you prepare that as well?
A. Yes, I did.
Q. Do you have any corrections to make to

that testimony?
A. No, I do not.

Ms. STEELE: l'll offer Exhibit 16 at
this time as well.

MR. BERG: No objection.
CALJ FARMER: I think this is -- there's

both a proprietary and nonproprietary version.
Why don't we mark them both as 16. You can supply
whatever is missing later.

ms. STEELE: I Will do that.
CALJ FARMER: AT8tT/WOTIdCOM Exhibit 16

is admitted.

Page 1677

Does anyone besides Qwest have questions
for this witness?

MR. KEMPLEY: No questions.
MR. HEATH; No questions.
CALJ FARMER: Qwest.

Page 1675

densely-populated areas in the Phoenix valley.
Most of Qwest's access lines in Arizona

are in cities and suburban areas. The deaveraged
zones must allow for meaningful competition by
basing prices on the proper cost distribution.

Three, the proposed collocation costs
and price rate structures of Qwest need to be
redesigned and lowered. Qwest has included costs
in the nonrecurring rate and element that are
excessive, inefficient, and result in
discriminatory prices for collocators.

Four, nonrecurring charges must be based
on forward-looking, efficient practices, not on
unreasonable, inefficient practices as assumed in
the Qwest nonrecurring cost estimate.

MS. STEELE: Mr. Hydock is available for
cross.

CALJ FARMER: Ms. Steele, just for the
record to be clear, are you not offering
Mr. Hydock's rebuttal testimony that was filed on
June 26th'?

CROSS-EXAMINATION
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MS. STEELE: I don't have a copy of
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that.
CALJ FARMER: It was filed June 27th,

dated June 26th.

Q. (BY MR. BERG) Mr. Hydock, l'm going to be
referring primarily to your Exhibit -- to
AT&T/WorldCom Exhibit 14, your direct testimony, so
if you'd have that in front of you, it would be
helpful, and l'll, again, tell you what I told
Mr. Knowles.

I hope I go through it in the order it's
there, but I won't promise I won't move you back
and forth a little bit.

Let's start with page 16 of your
testimony, lines 11 through 17.

Q. Do you see that testimony, Mr. Hydock?
A. Yes.
Q. And at that point, you're discussing

nonrecurring charges, is that true?
A. That's correct.
Q. And you say, "For example, if Qwest's

ARIZONA REPORTING SERVICE, INC.
Court Reporting and Realtime Specialists

www.az-reporting.com (602) 274-9944
Phoenix, AZ



QWEST/COST DOCKET
T-00000A-00-0194

PHASE II VOLUME VII
07-30-2001

49 (Pages 1678 to 1681)

Page 1678 Page 1680

nonrecurring charge you're deploying, UNE-P, is
25 percent greater than the economic cost in that
deployment. CLEC either has to have a lower
margin or charge a higher rate to its end user,"
is that correct?

A. That's correct.
Q. Mr. Hydock, have you examined Qwest's

nonrecurring cost model?
A. No.
Q. And so when you say, for example, if the

charge were 25 percent higher, you're not
testifying that it's, in fact, 25 percent higher,
you're simply saying if it were true that it were
25 percent higher, this would be the effect, is
that correct?
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Q. Moving on to the next page, at lines 13
through 16, you talk about the problem CLECs may
have if they take a nonrecurring charge from Qwest
and try to recover it from their end users through
a recurring rate.

Is that a fair description ofwhat
you're talking about there?

A. Yes.
Q. And you point out that one of the risks

Q. But isn't the problem with taking a
one-time cost and spreading it over a period of
time, the fact that you don't fully recover that
cost if the customer, whether the customer's a
CLEC or an end user, doesn't stay with you for the
period of time over which you're seeking to
recover the cost?

A. I can't imagine how a -- I suppose if a
CLEC were to have a leased UNE-P, for example, and
that incurred some nonrecurring cost up front, and
when the CLEC vacated that UNE-P loop and it was
left vacant by Qwest, that there was absolutely no
customer there, that might be a case where there's
no recovery.

Q. Take a situation in collocation where
you have a CLEC that wants to -- a caged
collocation -- and let's assume, again, for the
moment, that the cost of that cage is going to be
recovered over five years through a recurring
charge rather than a nonrecurring charge.

Are you with me so far?
A. Mm-mm.
Q. Isn't it true that at the end of the

second year, if that CLEC moves out and nobody
else comes in and uses the cage, that Qwest
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that a CLEC faces is if it takes a nonrecurring
charge or cost and tries to recover it through a
recurring rate, you face the risk of not fully
recovering the rate if the customer migrates back
to the incumbent or another carrier, is that
correct?

A. If the migration occurs before the end
of the amortization of that cost, yes, that's
true.

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Q. Let's assume that we're amortizing a
nonrecurring cost over five years, and the
customer quits at the end of the second year.

Then you wouldn't recover the part of
the cost you would have amortized over the final
three years of that period, is that correct?

A. That's true. That would be an example.
Q. isn't it true, Mr. Hydock, that if you

take a one-time nonrecurring cost that Qwest has
and make Qwest recover that through a recurring
charge spread over five years instead of up front,
that Qwest faces -- also faces the risk of not
recovering that charge if the CLEC to whom it's
charging the service quits after two years instead
of after five?
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doesn't recover the nonrecurring cost or the cost
of building the cage, the back three-fifths of
that cost --

A. If there's no cancellation penalties.
Q. Assuming there's no cancellation

penalties and assuming no one else takes the cage,
you're stuck with what you would have recovered
over the three years and you can't because the
customer is not there, isn't that correct?

A. Well, if Qwest doesn't want to protect
itself in that event, it wouldn't recover.

Q. But isn't, essentially, the problem,
Mr. Hydock, that whenever you try to recover a
one-time charge through a non -- pardon me,
through a recurring cost, that works so long as
the customer stays in for the period of time
you're assuming you're going to spread the cost
over?

A. Well, l guess if I were to move out of
my house, Qwest would not be recovering some of
the cost of the loop that was used to supply my
house with telephone service.

Q. Assume nobody else ever moved in, then
you wouldn't recover that part of the cost in the
future, would you?

ARIZONA REPORTING SERVICE, INC.
Court Reporting and Realtime Specialists

www.az-reporting.com (602) 274-9944
Phoenix, AZ



QWEST/COST DOCKET
T-00000A-00-0194

PHASE II VOLUME VII
07-30-2001

50 (Pages 1682 to 1685)

Page 1682 Page 1684

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

A. Qwest wouldn't be
retail customer there.

Q. So there would be nobody to recover the
cost from?

A. In that extreme example, it's possible.
Q. Let's go to page 18 of your testimony,

Mr. Hydock, if you would.
I want to talk to you a little bit more

about nonrecurring charges and recurring charges.
think at page 18, lines 13 through 17,

you talk about recovering -- setting up
collocation space or set-up charges for transport
circuit through monthly recurring charges rather
than nonrecurring charges.

That's kind of part of what we were just
talking about, isn't that correct, Mr. Hydock?

A. Yes.
Q. Mr. Hydock, how long have you been

involved in the telecommunications industry?
A. Too long _- l'm sorry.
Q. It's a fair answer.
A. Almost 20 years.
Q. And, Mr. Hydock, in the 20 years you've

been involved in the telecommunications industry,
nonrecurring -- let me ask the question a little

-- wouldn't have a 1
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recurring charges?
A. Service order charges, for example.
Q. Can you think of any other type that you

think would be appropriate to have a nonrecurring
charge for?

A. Perhaps a specific construction project
for a specific end user.

Q. How about a specific construction
project for a specific CLEC?

A. I can think of the example of taking a
loop extension out to a distant customer, end user
customer.

I can't think of an analogous situation
where CLECs currently operate. There could be.

Q. Assume with me -- let's take your
example. Assume with me that instead of Joe
Smith, who lives 20 miles out in the country,
calling to Qwest and saying, "| want service,"
AT&T calls and says, "Joe Smith, 20 miles out in
the country wants service, and they called us and
we want them for our customer. Give us the
facilities to provide service. We want to buy an
unbundled loop out there."

If Qwest did that, wouldn't it be
appropriate for Qwest to recover that construction
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differently.
Hasn't pricing for telecommunications

services in the telecommunications industry
regularly included both recurring and nonrecurring
charges?

A. Of course.
Q. And that's just a normal feature of

telecommunication pricing, isn't it?
A. It's stemmed from a monopoly

environment, yes.
Q. Mr. Hydock, isn't it true that, for

example, Interstate Toll has been a competitive
service for some period of time? Would you agree
with that, based on either your AT&T hat, or your
WorldCom hat, or whichever way you want to look at
it?

A. I think l would have to say yes.
Q. Isn't it true that, again, the change to

a competitive market hasn't eliminated the
incidence of nonrecurring charges there, has it?

A. I don't know.
Q. Mr. Hydock, are there any kinds of costs

that you believe, as the joint interveners' policy
witness, that Qwest ought to be able to recover
through nonrecurring charges as opposed to
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charge through some sort of nonrecurring charge to
AT&T?

A. See, that example is kind of funny
because Qwest has always maintained it doesn't
have to build its network for the CLEC.

Q. But assume with me for the moment that
you did.

Would that be anappropriatecase for a
nonrecurring charge?

A. It might, might not. I don't know. I
haven't really looked at that particular example.

Q. Mr. Hydock, do youknow whether the
prices produced by the HAl model that youallare
sponsoring in this case include any nonrecurring
charges?

A. Can we distinguish between nonrecurring
costs and nonrecurring charges?

Q. Sure. Let me ask the question first:
Does the HAI model include any nonrecurring costs?

A. The HAl model includes costs that Qwest
is presenting as nonrecurring costs.

Q. And then, I assume, if wewent -- does
your exhibit, the price list that you all are
sponsoring, AT&T, and WorldCom, andXO, does it
include any nonrecurringcharges recommended on
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that price list?
A. Yes.
Q. What sorts of things does it recommend

nonrecurring charges for, Mr. Hydock?
And you don't have to give me a list of

every one. J.ust give me some examples.
A. I believe there is nonrecurring charges

associated with service orders, with UNE-P
initialization, UNE-P migration.

Q. And so it is -- based on your exhibit,
the position of the joint CLECs that at least some
sorts of charges are appropriate to be recovered
through a nonrecurring cost -- nonrecurring
charge, pardon me, because you're recommending
nonrecurring charges, is that fair?

A. Yes.
Q. Let's go to your testimony at page 20,

lines 22 through 24, and there you're talking
about NRCs and -- in Qwest SGAT, is that correct?

Start at line 22 and go to the end of
24. The subject of that are, again, "Nonrecurring
charges that are contained in the SGAT."

Is that correct?
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A. Yes.
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of your testimony.
And this refers to the careless

collocation quote preparation fee, is that
correct?

A. That's correct.
Q. And, Mr. Hydock, is it your

understanding that the quote preparation fee is
ultimately credited against the collocation
construction charges in the circumstance when the
CLEC goes ahead and orders the collocation?

A. Don't know.
Q. So you don't know whether the quote

preparation fee, if you pay it, is later credited
back against some other charge you would pay in
order to get the collocation?

A. Well, then, it's a probabilistic fate,
the probability of whether you decide to take the
quote or not.

Q. But the question is: Do you know
whether it's credited or not?

A. If it's credited, I don't always have to
pay.

Q. You don't have to pay if you go ahead
with the collocation, isn't that correct?

A. l'II take your word for it.
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Q. Let's go to page 22 of your testimony.
I want you to focus on the paragraph starting at
line 11 and finishing at line 19.

Why don't you go ahead and read that,
Mr. Hydock?

A. Okay.
Q. I want you to start with the first

sentence of that paragraph.
You say, "For example, in the line

sharing order, the FCC stated that the ILEC may
recover its cost of line conditioning where
permitted. Presumably where permitted by state
commission order."

And then you cite the line sharing order
in the footnote, is that correct?

A. Yes.
Q. Mr. Hydock, can you point to me, in

paragraph 148 of the line sharing order, where it
uses the term "where permitted"?
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MS. STEELE: Do you have a copy?
MR. BERG: I don't. I had an excerpt

from it.
If he knows. If he doesn't, that's

Qwest's nonrecurring cost study to evaluate
whether specific cost elements in that study are
not forward-looking?

A. Have I, personally?
Q. Yes.
A. Through my relationship with the other

witnesses or just myself?
Q. No. I mean you, yourself. When I say,

"You, yourself," if I ask you if you've personally
done something, I mean have you, yourself, done
it, not had someone else done Ir.

The answer to the question is no, you
have not?

A. That is correct.
Q. And you haven't personally analyzed

nonrecurring cost studies to evaluate whether
there's specific cost elements that are
unverified, have you?

A. That are ...- excuse me?
Q. I believe you used the term, "unverified

cost estimates," on line 23, and that's what I'm
referring to.

You haven't yourself --
No, I have not personally examined it.
Let's go to page 21, lines 2 through 7Q.

fine.
THE WITNESS: Without seeing it, I can't
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point to it.
Q. (BY MR. BERG) Is it your recollection,

Mr. Hydock, that the words "where permitted" are
contained in the FCC order in paragraph 148?

A. Leave out paragraph 148, and think
w<='ve got a deal.

Q. How about ill limited it to paragraph
148 just to keep this from being too --

A. Subject to check.
Q. Mr. Hydock, do you remember when you

were deposed byMr. Lunde, who's another lawyer
for Qwest?
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A. Yes.
Q. And you remember that he asked you about

whether or not the words "where permitted" were in
paragraph 148, and I think you looked at it, and I
think you concluded that that language wasn't
specifically included in paragraph148?

A. That's right. Yeah, okay.
Q. Isn't it true, Mr. Hydock, that

ultimately, the subject you're addressing in lines
11 through 19 is the question of whether the FCC
intended to permit ILE Cs to recover its cost of
line conditioning? Is that what you're addressing
here?
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Q. And you're not an attorney, are you,
Mr. Hydock?

A. No.
Q. Let's go to page 23, lines 13 through

17, and there you refer to an Oregon order, is
that correct?

That's correct.
Q. And, Mr. Hydock, have you yourself

conducted a review of the cost studies on file in
this docket to determine whether the conditioning
cost is contained in both the nonrecurring charge
and the recurring loop charge?

A. I examined the rebuttal statements from
Ms. Gude.

Q. But you yourself haven't gone and pulled
the cost model out and analyzed the components
itself to determine if this line conditioning is
in there twice, have you?

A. Not personally.
Q. Let's go to page 28 of your testimony,

Mr. Hydock.
l'm going to take you down through some

of the points that are contained in lines 4
through 18, the kind-of bullet point paragraphs

Page 1691

A. Whether it's permitted and under what
circumstances.
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Q. And isn't it true that, ultimately, the
answer to whether the FCC intended to permit
non -- intended to permit line conditioning costs
to be recovered and under what circumstances is a
matter of interpreting the FCC's order in that
regard?

A. I didn't see it that way.
Q. Ultimately, if the question is: What

did the FCC mean in this order, isn't that a
question of looking at the order and interpreting
it, Mr. Hydock? Would you agree with me that
that's correct?

A. l'm not a contract lawyer, but
presumably, you would look at whether the FCC
order is crystal clear -- cloudy.

If it's cloudy, there may be secondary
readings or related orders you would look at.

Q. And normally, if you wanted someone to
interpret an FCC order for you, what you would do
is hire a lawyer, wouldn't you, Mr. Hydock? Or
you may already have somebody retained; you may
not need to hire a lawyer, but you would ask one,
is that fair?
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there.
We'll start with the first one at lines

4 through 6, and at that point, you refer to
growth in population, the number of access lines,
and density.

Is that a fair statement of what you're
talking about there?

A. Yes.
Q. Mr. Hydock, have you done any specific

study of the extent to which population density
has increased in Qwest's Arizona service territory
since 1998?

A. Yes, I have.
Q. You have done a specific study to

determine whether population density has increased
in the Qwest Arizona service territory since 1998?

A. No, l've reviewed a study that did.
Q. But you, yourself, haven't conducted any

such study?
A. No.
Q. Mr. Hydock, are you familiar with the

Tucson and Phoenix metropolitan areas?
A. More Phoenix than Tucson.
Q. Are you aware of the extent of

geographic growth out from existing development
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in, say, the Phoenix metropolitan area since 1998?
A. The general sprawl, you mean?
Q. Yes.
A. Yes.
Q. Have you heard of a community called

Anthem?
A. Can't say I have.
Q. Mr. Hydock, in the second bullet point

there, you talk about significant cost reductions,
and one of the things you talk about is -- well,
actually, let's skip that. l'lI come back to that
later.

I want to take you through lines 14
through 15 first. You talk about -- one of your
reasons that the Commission ought to relook at the
rates, "The inputs modified by the Commission in
previous cost dockets resulted in overstatement of
costs."

Is that your point there?
Yes.

Q. Mr. Hydock, do you know whether the
inputs that were modified by the Commission in
that order were appealed to the United States
District Court as part of the review of that
costing order?
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and distort investment versus lease decision, is
that correct?

A. Yes.
Q. Let me take you to page 31, lines 6

through 9.
Let me let you take a look at that.

It's a couple-three sentences.
A. Mm-mm.
Q. Mr. Hydock, you refer here to some

executed sales and plans to complete more sales of
the high cost exchange there.

Can you tell me specifically in Arizona
what sales you're talking about?

A. This is material summarized from the
testimony of Mr. Denney.

Q. So if I wanted to -- l'm sorry, I didn't
mean to cut you off.

A. So inasmuch as he included changed,
modified, sale of exchange of information within
the HAl model runs, that's what this should
reflect.

Q. You don't know specifically what
exchanges those changes would reflect and when
they were sold, is that correct?

A. That's correct.
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A. I believe they were.
Q. Do you know whether the District Court

upheld those revisions?
A. I believe the revisions were upheld.
Q. Thank you.

Let's go to lines 16 through 18 of the
same page. You talk about the current deaverage
zones that don't reflect true density costs.

Mr. Hydock, are the current deaverage
UnE-Loop rates -- current deaveraged UNE-Loop
zones in Arizona interim, to your knowledge?

A. I believe they are.
Q. And to your knowledge, has any party

proposed the use of those specific zones? Again,
in this phase of the docket?

A. I'm not aware of whether anybody has.
Q. Mr. Hydock, let's go to page 30 of your

testimony at lines 10 and 11.
A. l'm sorry, Mr. Berg, 30?
Q. Yes, page 30, lines 10 through 11.

You discussed there the problem that
below-cost UNEs would cause, is that correct?

A. That's correct.
Q. And your testimony is they would send

the wrong pricing signals .to industry participants
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Q. Are you aware, Mr. Hydock, of whether a
recent proposed sale of certain Arizona rural wire
centers from Qwest citizens has been cancelled?

A. Yes, I believe that was in the newspaper
the weekend before my deposition for Colorado.

Q. it's your understanding that that sale
is not going forward, is that correct?

A. It sounded in the paper that it was at
least put aside for the time being.

Q. And to the extent Mr. Denney had
proposed any changes in Qwest's costs, cost inputs
he put into the HAI model, based on that sale,
those changes would have to be reversed, wouldn't
they, Mr. Hydock, if the sale doesn't go forward?

A. That's correct.
Q. Let's go to page 32. Actually, I think

we've covered that.
Let's go to page 32, lines 4 through e.
Do you see that testimony, Mr. Hydock?
Yes.

Q. And in that, on lines 4 and 5, you -- on
lines 4 through 6 you testified that, "The FCC has
determined that approximately 65 percent of all
residential line growth is due to a customer
ordering a second line."
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Do you see that testimony?
A. Yes.
Q. Are you aware of whether that FCC study

is Arizona-specific, Mr. Hydock?
A. I would be surprised if it was.
Q. So to the extent you have an

understanding, it would be that it's not
Arizona-specific?

A. No, it's nationwide.
Q. And were you here earlier when

Mr. Knowles criticized Qwest for using
nonArizona-specific inputs in its cost analysis,
Mr. Hydock?

A. I was in the room for some of that
discussion.

Q. And do you recall him making that
criticism?

A. There was a context to it that l don't
remember.

Q. But do you recall that when he made his
summary, one of the four points he made was that
he was concerned because some of the factors that
Qwest had considered weren't Arizona-specific?

Do you recall that, Mr. Hydock?
Yes.
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correct?
A. That's correct.
Q. Is it your understanding, Mr. Hydock,

that the prices set in this docket will ultimately
be carried over into the SGAT and be the Arizona
wholesale rates that will apply going forward from
the end of this proceeding?

A. If that's what you're warranting, yes.
Q. Do you have an independent understanding

of that?
A. Generally, yeah.
Q. Generally, the purpose of this

proceeding, as you understand it, is to set
wholesale rates, isn't that correct, that Qwest
gets charged for interconnection, UNEs, resale,
collocation?

A. Well, l guess the dockets are going on
concurrently. There's structures that have been
different.

Presumably what Ms. Arnold filed is
current, but there there's still a possibility of
changes to the SGAT language that would make those
inconsistencies continue.

Q. Mr. Hydock, let's go to page 37 of your
testimony and I want you to look at the question

Page 1699 Page 1701

Q. Let's go to page 33 of your testimony at
lines 5 through 9 and you talk there about a
productivity factor, an X factor, is that correct?

A. Yes.
Q. And, Mr. Hydock, other than taking this

number out of the FCC order, and calculating it
for the term of time since the last cost docket,
have you made any specific productivity study with
respect to Qwest's wholesale services in Arizona?

A. No.
Q. And, Mr. Hydock, are you aware that the

Commission recently adopted a productivity factor
of 4.2 percent for Qwest in its last retail rate
case?

that's at the bottom of page 37 and the top of
page 38, and l'm not going to ask you about
specific language in it, but if you want to look
at it before I ask you the question, l'm fine with
that.

A. That could be. I don't know.
Q. Mr. Hydock, let's go to page 35 of your

testimony.
And I refer you to lines 18 through 21.

Actually, make it lines 13 through 21. Take a
minute to look at that.
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A. Go ahead.
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Go ahead.
Q. In this question and answer you

criticize Qwest because it used factors or inputs
in its cost model that are inconsistent with those
used by the FCC in its synthesis model, do you
not?

A. I don't see where I say that.
I say, "Qwest's failure to use

appropriately forward-looking fill factors lead to
unsupportable high loop UNE prices."

Q. And one of the things you point out at
lines 18 through 19 on page 38 is the distribution
fill factors for copper cable used by Qwest are
considerably lower than the FCC values, is that
your statement?

A. Yes, it was.
Q. To your knowledge, Mr. Hydock, does the

HAI model use the FCC's distribution fill factors
for copper cable?

A. I don't know.

Q. Mr. Hydock, as I understand one of your
concerns here, it's inconsistency between prices
contained on the exhibit to Ms. Arnold's testimony
and the price list attached to the SGAT, is that
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Page 1702

Q. Let's go to page 39, lines 20 through
30. l'm sorry, lines 20 through 23. If we look
for line 30, we'll be at it for a while -- 39,
lines 20 through 23.

Do you see that testimony, Mr. Hydock?
A. Yes.
Q. What you see there is, "In particular,

the cost models are nearly inscrutable. Qwest
LoopMod ll, for example, is poorly documented and
required an inordinate amount of time for a cost
model expert to analyze and understand its
calculations and algorithms thoroughly."

Mr. Hydock, did you attempt to analyze
the LoopMod ll and understand its calculations and
algorithms thoroughly?

A. No, that's what was represented to me by
other witnesses.

Q. So you yourself haven't made an
analysis, and this criticism isn't based on your
personal evaluation and study, is that fair?

A. That's correct.
Q. Let's go to page 47 of your testimony,

Mr. Hydock.
I'm skipping a lot here because it's on

vertical features and we get to come back and do
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on WOrldCom 1 as you found on the SGAT?
A. I don't know if I've seen WorldCom 1.
Q. Mr. Hydock, if we took these 11 rates

that are ICE, has AT8» T/WorldCom made a
recommendation for prices for each of these
elements on the attachment to your testimony?

A. l'd have to check.
Q. Would you accept, subject to check, that

in some cases instead of ICE WorldCom -- not
WorldCom -- the exhibit to your testimony simply
has no rate for certain prices -- has no price for
certain elements proposed by Qwest?

A. That's correct. Our cost model has not
provided a universe -- a one hundred percent
universe of proposed rates.

Q. So there's some proposed elements for
which the HAI model doesn't produce a price or
cost that you then translate into a price, is that
fair?

A. Well, I want to distinguish between
those cases where HAI assumes the cost is
recovered in another element versus the case where
it's making no recommendation.

Q. But there's some circumstances where
it's making no recommendation, is that correct?

Page 1703 Page 1705

that in November.
Gives us something to look forward to.

A. Looking forward to it -- we're sick.
Q. It's a sad comment on all of us.

Let's go to page 47, starting at line 9.
Why don't you just read line 9 and line 10 for now
and we'll go further if we need to.

A. Okay.
Q. Mr. Hydock, one of the things you

complain about there is the incompleteness of the
SGAT.

Is that a fair characterization of your
testimony?

A. in respect to?
Q. In respect to 19. Weil, you say, "One

of the major deficiencies is incompleteness," and
you say, "There are 19 ICE units," is that
correct?

A.  Yes.
Q. Mr. Hydock, have you compared the SGAT

with WorldCom 1, which is Ms. Arnold's -- which is
the most current version of Ms. Arnold's price
list?
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A. No.
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A. That's correct, yes.
Q. For example, did you know whether HAI

makes a pricing recommendation for remote
collocation?

A. I don't think HAI does much in the way
of collocation.

Q. How about customized routing?
A. No.
Q. And you've criticized --
A. Wait.
Q. l'm sorry, I didn't mean to cut you off.
A. Before I misspeak, I don't know enough

about the switch module of HAI to say whether the
routing features in the switch are already
included. And whether those customized routing
features have already included, so I don't know
whether it's --

Q. Let's make it a little simpler.
To your knowledge, is there a line item

on your price list that says, "Customized
Routing," and has a price after it?

And I'm asking you to your knowledge.
No, I don't think there is.

Q. Assume with me for a moment that you
haven't proposed a rate for customized routing and
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Page 1706
we can't find those prices as part of something
else.

Mr. Hydock, how does -- how do AT&T and
WorldCom and XO propose a customized routing be
priced if you want the service and you're not
proposing a price for it?

A. I guess we're saying that it's probably
unlikely that Qwest has never done some customized
routing, and therefore should have a sense of the
building blocks that are required to provide that
future functionality.

That it's not a new feature of
functionality in the Qwest network, and therefore,
there should be some experience with respect to
the investment that's used within that feature,
whether -- you know, what type of resources from
the switch fabric are used, how much labor would
be required to do certain programming elements.

Q. Mr. Hydock, by definition, isn't
customized routing a circumstance where you go to
Qwest and say, "l want this specific routing"?

That's why it's customized, is that
correct?

The CLEC specifies a specific route,
routing, and goes to Qwest and asks for that
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expect some map generalization menu whereby we
could determine closely what it might cost us.

Q. And then as it was provided more and
more, at some point you'd expect a cost study and
a standard price for the service, wouldn't you?

A. Maybe not a formal cost study but some
understanding of the elements.

Q. is that ultimately, Mr. Hydock, what the
process is, first time -- the first few times you
do something, you have to do it on an ICE basis,
but eventually as you or whoever becomes more
familiar with providing service, it's possible to
standardize the price and provide cost support for
it?

A. If it's something that's truly unique
and new, that's never been done by Qwest or used
by Qwest in its current network.

Q. Mr. Hydock, I'm going to -- I didn't
write down a page reference here, but let's go to
page 49 of your testimony. You talk here about a
potential double recovery of the impact of
inflation, is that correct?

A. That's correct.
Q. And that potential double recovery

you're concerned about occurs because inflation is

Page 1709

1
2

3
4

5
6
7

8
g

10
11
12
13
14

15
16
17
18

19
20
21
22
23

24
25

Page 1707
service and that's why it's called customized
routing, is that correct?

A. That's correct.
Q. And you've made no attempt through HAI

or otherwise to propose your own prices for the
elements of customized routing that you might want
to come and ask Qwest to provide to you, is that
correct?

A. We don't have to in this case.
Q. But you haven't, have you? I don't

think my question was whether you have to. My
question was whether you have.

A. No, of course not.
Q. Mr. Hydock, is it your position that ICE

pricing is simply never appropriate in the
circumstances for Qwest to charge a CLEC for any
of its types of services subject to this docket?

A. It should be extremely limited to truly
unique situations where the elements to provide
that feature function service have never been used
by Qwest.

Q. And in those circumstances, it would be
appropriate to have ICE pricing, is that correct?

A. Once it was developed, the first
instance would be ICE. Thereafter, we would
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included in the nominal cost of capital, and in
addition, telephone plant costs that serve as
inputs to the model are multiplied by some index
that includes inflation.

Is that a fair characterization of the
problem you're identifying?

A. If the capital component of
newly-proposed rates is based on the capital
component of the previous rates grown by
inflation, there is a double count.

Q. Whether or not you take the planned
inputs and multiply them by some kind of factor
that includes inflation?

I just want to be sure l understand what
you're saying -- you say at the top of page 49,
Mr. Hydock.

A. That's close to ii, yes.
Q. The problem is, if you use the cost of

capital that includes inflation and then you take
asset input prices and multiply them times a
factor that includes inflation, you end up
counting inflation twice, is that correct?

A. That's correct.
Q. Mr. Hydock, have you reviewed Qwest cost

studies to determine if in putting direct
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i nvestm ent  i n  te l ephone p l ant  i n to those stud i es
ther e i s  a  mul t ip l i cat ion  by some k ind of
inf lat ion index,  or  factor ?

A .  I  d o  n o t  k n o w .
Q.  I f  th a t  d i d n ' t  occu r ,  th en  th er e

woul dn ' t  be  any doub l e  count i ng  of  i n f l a t i on ,
wou l d  th er e?

A .  For  t he  c ap i t a l  c omponent ,  t ha t ' s
correc t .

MR.  B E RG:  I  hav e  no t h i ng e l s e  f o r
Mr .  Hydock .
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EXAMINATION

Q. (BY CALJ FARMER) Good afternoon.
A. Hello.
Q . Ther e  ar e  a  few quest i ons for  you  f r om

C om m i s s i on e r S p i t z e r .
Are you familiar with those?
Yes.

Q. Beginning with loop conditioning from
your May 18th testimony on page 21, lines 21
through 22, page 22, line 5, in that section you
state that, "The Qwest proposed loop conditioning
costs would be so excessive that it would take
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e i t her  o f  t hes e ra t es  wou ld  be  y e t  anot her  i s s ue
where  a  CLE C wou l d  be  pay i ng an  abov e  c os t  ra t e
and wou ld  need t o  rec ov er  t ha t  ra t e  e i t her  by
sac r i f i c ing prof i t s  or  charging i t s  end users  f or
t he  c harge  t ha t  Qwes t  p ropos ed  o r  t ha t  Mr .  Dunk e l
i s  p ropos ing.

Q. Going on to MDUs and MTEs from your
May 18th testimony, page 25, line 2, through page
26, line 10.

In that section, you argued that the
Qwest proposal for, "Preparation fee of $1,631 .67
for field connection point, FCP, will stop
facilities-based competition in Arizona."

Please elaborate.
Is there a way to resolve this issue

that will harm neither the incumbent nor the
CLECs?

A . I  th ink  the --  we didn' t  - -  I  d idn' t
mean for  i t  t o  be impl ied t hat  t h i s  f ee would  s top
fac i l i t i es -based compet i t i on in  A r i zona,  but ,
rather ,  h inder i t .

The way  t o  res o lv e t h i s  i s s ue i s  by
mak ing i t  c l ear  t ha t  a  CLE C c an i n t e rc onnec t
d i rec t l y  t o  t he NlD,  or  t he t e lephone box ,  or  t he
te lephone c los et  i n  a  mul t i p le  dwel l i ng un i t ,  and
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literally years for a CLEC to recover those costs
from its own customers."

Have you reviewed the testimony of
Mr. Dunkel for Staff, and if so, what would be the
effect of adopting his proposed loop conditioning
charges found at schedule WD8 of his June 12, 2001
testimony?

What would be the effect on competition
of adopting thoseproposed rates?

A. I have reviewed the testimony of
Mr. Dunkel with respect to this issue.

I  bel ieve,  i f  l 'm not  mistaken, he is
propos ing a rate of  $40 per loop for the l ine
condi t ioning charge.

AT8<T/WorldCom, XO take the v iew that
even with his  reduced rate,  that  s t i l l  doesn't
ref lect ,  one, the ef f ic ient  costs of  doing
reloading,  and two,  that  l ine condi t ioning would
not  occur in a TELRIC env i ronment .

So the rate appropriately  should be zero
and the rates  that  the HAI  model  that  have been
proposed for this  case inc lude the network
maintenance cos ts  where l ine condi t ioning has  been
occurr ing on an ongoing bas is  by  Qwest  i tsel f .

The ef fec t  on compet i t ion of  adopt ing
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need not  go through an intermediate connec t ion
l ike Qwest  is  propos ing wi th the f ield connect ion
point .

So in that  case,  the CLEC doesn' t  have
to pay  the cos t  and Quest  does not  have to pay  the
cost  of  construct ing such a fac i l i ty .

The fac i l i ty  is  essent ial ly  opt ional,  in
our v iewpoint .

Q .  O k a y .  M o v i n g  o n  t o  U N E  v e r t i c a l
f ea t u res ,  page  42 ,  l i ne  19 ,  t h rough  page  43 ,  l i ne
3.

In that section you argue that,
"Qwest-proposed rates for vertical features
violates the 1996 Telecommunications Act, FCC
Rules, the Eighth Circuit July 17, 1997 opinion,
and the U.S. Supreme Court's January 1999
decision.

Have you reviewed the recommendation of
Mr. Dunkel for Staff in his June testimony at page
45 and 46 in which he recommends vertical features
be included in the port UNE rate?

Do you agree? What would be the impact
on competition in Arizona of adopting Qwest rates
for vertical features and of adopting Staff's
proposal?
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MS. STEELE: I don't have any redirect
for this witness.

CALJ FARMER; Is there anything further
for this witness?

Thank you for your testimony today, sir.
THE WITNESS: Thank you.
CALJ FARMER: That concludes our

witnesses for today. Just to summarize, tomorrow
we're going to start with Mr. Farrar.

If someone would contact Mike Patten and
kind of let him know the schedule, since he's not
here.

MR. BERG: l'll be happy to do that
because l'm doing Mr. Ford anyway.

CALJ FARMER: Let him know that we're
going to go ahead and start at 9:00 and his
witnesses will follow Mr. Ford after that, and
Mr. Stroebel, and l don't know whether we've
received a fax.

Evidently we have not, but if you would
talk to Qwest about arranging to receive a copy of
it, l'm sure they will.

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

MR. BERG: Judge Farmer, this is
probably our fault because we've been trying to
get this stipulation done and haven't completed
it.

The vertical features are part of what
the parties have agreed to defer to phase 2.5.

We've actually got a stipulation with
peoples' testimony. Parts of it gets moved.
We've been trying to get it done, but it hasn't
gotten finished because of the hearing going on.

Obviously, Mr. Hydock can answer it, but
that's a question that at least I think the
parties have agreed that is deferred to phase 2.5.

CALJ FARMER; Is that everyone's
understanding?

Ms. STEELE: Yes.
CALJ FARMER: We'll hold off on this

question then.
Q. (BY CALJ FARMER) Collocation, page 47

through 48.
In that section you argue that Qwest's

proposal to have 19 rates determined on an
individual case basis, ICE, is contrary to FCC and
DOJ findings. Please elaborate.

Has any state adopted an SGAT with so
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MR. BERG: If you tell us where you are,
we'II get it to you.

MR. DEVANEY: is it worth checking --

Page 1715 Page 1717

many items determined ICE? What would be the
impact of competition in Arizona of adopting such
an SGAT?

Bill Fitzsimmons said that he'd be faxing. I
wouldn't be surprised if it's there or about to be
there.
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A. Okay. Well, subject to check, I guess
there Qwest has warranted that there's less ICE
rates now than in the first price list that was
the basis for my direct testimony.

Be that as it may, the FCC and DOJ, in
reviewing 271 applications and SGATs, has
essentially said ICE pricing can result in
discrimination, can pose market entry problems,
and its use should be minimized to the greatest
extent possible.

l am not familiar with whether any
states adopted an SGAT with as many laBs as being
currently proposed, and as I indicated, the impact
on competition of an ICE -- of ICE pricing is the
CLEC essentially faces a situation where it does
not know what it's going to cost to use a service
from the ILEC.

And by the time it gets a price code
quote, may have lost the customer who's trying to
use the service. So ICE pricings do cause a
problem.
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CALJ FARMER: Let's go ahead and go off
the record.

(The hearing recessed at 4:00 p.m.)

CALJ FARMER: Any redirect?
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SUMMARY

Qwest believes the cost-based prices proposed in this docket are consistent with

the Act, and the FCC's Total Element Long Run Incremental Cost ("TELRlc")

pricing rules established in its First Report and Order. Qwest also believes that

the adoption of these prices will not only allow Qwest to recover its costs to

provide interconnection and unbundled network elements (UNEs), but also will

provide the CLECs with a full and fair opportunity to compete in the Arizona local

exchange market.

Qwest is addressing cost and prices that fall into two general categories. The

first deals with the FCC, United States District Court, and the Commission orders

that require price considerations for new network elements or the reconsideration

of prices previously set by the Commission. The second introduces cost studies

and related evidence supporting several new' products and services that have

evolved pursuant to CLECs needs for interconnection and access to unbundled

network elements (UNEs).

Qwest witnesses will be presenting costing and pricing evidence in this

proceeding for network elements, collocation, and other interconnection products

and services. In addition, evidence will be presented that discusses the issue of

reciprocal compensation for ISP traffic and other pricing issues including market
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based pricing. Finally, Qwest will be presenting proposed additional wholesale

discounts.

The Commission should set prices for Interconnection services and unbundled

network elements (UNEs) at the TELRIC costs plus a reasonable allocation of

common costs, thereby affording Qwest a fair opportunity to compete in the

marketplace and earn a reasonable return on its investment in Arizona. Qwest

believes that adoption of these prices will support the expansion of long-term,

sustainable competition in the market, ensure appropriate continued Arizona

network investment and provide Qwest with the cost recovery required by the

Act.
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IDENTIFICATICN OF WITNESS1

2

3

4

5

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Maureen Arnold. My business address is 3033 N 3rd St, Phoenix,

Arizona 85012.

6

7

8

g

10

11

Q. WHAT  IS YOUR POSIT ION WIT H QWEST ,  AND WHAT  ARE YOUR

RESPONSIBILITIES?

I am Director of Regulatory Affairs for Qwest Corporation ("Qwest") for the state

of Arizona. My responsibilities include managing Qwest's participation in

regulatory proceedings before this Commission.

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND WORK

EXPERIENCE?

12

13

14

15

16

17

18

19

20

21

A I have a Bachelor of Science Degree from the University of New Mexico and a

Masters of Business Administration from Webster University. I began my

career with C&P 'Telephone in Washington, D.C. in 1972 and in 1975

transferred to Mountain Bell (now Qwest) in Albuquerque, New Mexico. I held

various positions in the customer services area until 1985. Since 1985, I have

held several positions in Regulatory Affairs in New Mexico and Arizona. I have

been in my present assignment since June 1997.

Q. HAVE YOU PREVIOUSLY APPEARED BEFORE THIS COMMISSION AS A

WITNESS IN REGULATORY PROCEEDINGS?

22

23

24

25

26

27

28

Yes. I have testified before this Commission on behalf of Qwest in several

proceedings.

A.

Q.

A.

A.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?
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My testimony is intended to serve two purposes. First, I provide the

background for Qwest's proposals in Phase ll. Second, through Exhibit MA-1, I

identify the specific elements and services for which rates must be determined

in this proceeding and list the Qwest witnesses who are presenting testimony in

support of those rates.

BACKGROUND

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

Q. PLEASE DESCRIBE THE GENERAL CATEGORIES OF COSTS AND PRICES

THAT QWEST IS PRESENTING IN THIS DOCKET.

The costs and prices presented by Qwest in this docket fall into two categories.

First, since the entry of the Commission's order in the previous generic wholesale

cost proceeding ("the Cost Order*'), the United States District Court in Docket No.

CF 97-26-PHX-RGS-CMP, the FCC, and this Commission have issued orders

that require the consideration of prices for new network elements or the

reconsideration of prices previously set by this Commission. For example, the

FCC orders issued since the Commission's previous order require lLECs to

provide subloops, dark fiber, the high frequency portion of the unbundled loop

and other new network elements. Additionally, the United States District Court in

its review of the previous decision ordered this Commission to reconsider several

issues including reconsideration of the wholesale discounts set by this

Commission.

23

24

25

26

27

28

Second, Qwest's experiences with CLECs since the cost docket was completed

has provided further insight into the products and services that CLECs require for

interconnection and access to unbundled network elements (UnEs). As the

CLECs' needs have evolved and become further defined, Qwest has responded

by developing several new products and services. Qwest is presenting cost

studies and related evidence for these new products and services.

29

A.

A.
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Q. PLEASE DESCRIBE THE RELATIONSHIP BETWEEN THIS PROCEEDING

AND THE ISSUES THE COMMISSION DECIDED IN THE PREVIOUS COST

DOCKET.

This docket began to consider appropriate deaveraged prices for unbundled

loops. In Phase I of the docket, the Commission set interim deaveraged loop

rates and ordered that permanent deaveraged rates be set in Phase II. Under

the Procedural Order of February 15, 2001, Qwest is required to file not only

prices and related cost studies for new services and issues remanded by the

United States District Court, but also file updated cost studies with respect to all

of the products and services for which rates were set in the Cost Order. In

other words, Qwest is filing a complete schedule of prices for interconnection,

resale and purchase of UNEs.

Q. PLEASE DESCRIBE THE ISSUES THAT WERE REMANDED TO THE

COMMISSION BY THE UNITED STATES DISTRICT COURT THAT ARE NOT

CURRENTLY PENDING ON APPEAL TO THE NINTH CIRCUIT AND WHICH

ARE BEFORE THE COMMISSION IN THIS DOCKET.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19 A.

20

21

22

23

24

25

26

27

28

A.

The District Court remanded a number of issues to the Commission for

reconsideration or further explanation. Several of these issues were appealed

to the Ninth Circuit, which has not yet decided those issues. The remanded

issues that were not appealed are included in this Phase of the docket. The

Court ordered the Commission to consider further disaggregation of the

discounts paid by CLECs who wish to purchase Qwest's services for resale. It

also required the Commission to reconsider the customer transfer charge it had

established in the Cost Order.
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Q. WHAT ARE SOME OF THE DEVELOPMENTS THAT LED TO QWEST

INCLUDING NEW UNBUNDLED NETWORK ELEMENTS AND SERVICES

THAT WERE NOT CONSIDERED IN THE PREVIOUS COST DOCKET?

In January 1999, the United States Supreme Court issued its decision in AT&T

Corp. v. Iowa Utils. Bd.1 In that decision, the United States Supreme Court

ordered the FCC to reconsider the list of UNEs that it had required ILE Cs to

make available to CLECs. In response to the Supreme Court's decision, on

November 5, 1999, the FCC released the Third Report and Order and Fourth

Further Notice of Proposed Rulemaking in In the Matter of the Implementation

of the Local Competition Provisions of the Telecommunications Act of 1996,

CC Docket 96-98 ("UNE Remand Order") which established the iollowing list of

UNEs that lLECs must provide to CLECs: loops, subloops, network interface

devices, local circuit switching, dedicated interoffice transmission facilities,

including dark fiber, signaling and call-related databases, and operations

support systems ("OSS"). The FCC also concluded that ILE Cs are not required

to unbundle the following network elements: operator services and directory

assistance, shared transport in circumstances where the ILEC is not required to

provide unbundled-local circuit switching (for end users with four or more lines

within density zone 1 in the top 50 metropolitan statistical areas if the CLECs

provide access to combinations of loop and transport [enhanced extended link

or EEL]), and packet switching.2

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Q. IS QWEST PRESENTING COST STUDIES AND PROPOSED PRICES FOR

NEW UNBUNDLED NETWORK ELEMENTS IN RESPONSE TO THE FCC'S

UNE REMAND ORDER?

Yes. The cost studies and evidence that Qwest is presenting for subloops,

interoffice transport, dark fiber, signaling, and UNE combinations are in direct

response to the requirements of the UNE Remand Order.

A.

A.

1 S25 U.S. 366 (1999)
2 UNE Remand Order at pp. 11-14.
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Q. PLEASE IDENTIFY THE OTHER FCC ORDERS THAT HAVE DEFINED THE

NETWORK ELEMENTS AND SERVICES THAT QWEST IS SUBMITTING IN

THIS PROCEEDING.

1

2

3

4

5

6

7

8

g

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

A. In addition to the UNE Remand Order, there are two other FCC orders that

bear directly on the network elements and services for which Qwest is seeking

to have prices established in this proceeding. First, on March 31, 1999, the

FCC released its First Report and Order in In the Matters of Deployment of

Wireline Services Offering Advanced Telecommunications Capability,  CC

Docket 98-147 ("the Advanced Services Order"). That Order resulted in

significant changes in the law relating to the collocation facilities and services

that ILE Cs must provide to CLECs. These requirements led to significant

additions to Qwest's collocation offerings, including careless collocation

elements, terminations, security, and certain power cable offerings. These new

offerings are described in the testimony of Qwest witness, Robert Kennedy.

Owest's cost witness, Terri Million, presents the cost studies and related

evidence for these elements.

Second, in In the Matters of Deplovment of Wireline Services Offerinq

Advanced Telecommunications Capability and Implementation of the Local

Competition Provisions of the Telecommunications Act of 1996, Third Report

and Order in CC Docket No. 98-147 and Fourth Report and Order in CC

Docket No. 96-98 (Rel. Dec. 9, 1999) ("Line Sharing Order"), the FCC required

lLECs to unbundle the high frequency portion of the loop and to make it

available, under certain conditions, to CLECs as an unbundled network

element. Qwest's submissions in this docket include evidence establishing the

costs and appropriate prices for the line sharing UNE and for the collocation

elements and activities that line sharing requires. This evidence is set forth in

the testimony of Qwest witnesses, Ms. Million, James Overton, and Dr. William

Fitzsimmons.
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Q. IS QWEST PROVIDING A LIST OF THE NETWORK ELEMENTS,

INTERCONNECTION SERVICES, AND OTHER SERVICES FOR WHICH IT IS

SEEKING TO ESTABLISH PRICES IN THIS DOCKET?

Yes. Exhibit MA-1, attached to my testimony, is a list of the network elements

and interconnection facilities and services for which Qwest is presenting

costing and pricing evidence in this docket. This exhibit includes the prices that

Qwest is proposing for these elements, facilities, and services.

1

2

3

4

5

6

7

8

9

10

11

12

Q. PLEASE IDENTIFY THE QWEST WITNESSES AND THE AREAS THEY

COVER IN THEIR TESTIMONY.

13 I am providing an overview of Qwest's pricing proposals through Exhibit MA-1 .

14

15

16

17

18

19

Terry Mil l ion is presenting Qwest's cost studies for network elements,

collocation, and other interconnection products and services. She explains the

cost methodologies that underlie the prices Qwest is proposing and how those

methodologies comply with the requirements of the Act and the FCC orders.

Ms. Million also sponsors Qwest's proposal for deaveraged unbundled loop

rates.

20

21

22

23

24

25

Robert Kennedy and Barbara Bro fl will testify concerning the prices developed

from the cost studies sponsored by Ms. Million. Mr. Kennedy describes

Qwest's proposed prices for collocation, interconnection products and services,

and certain UNEs. He will also address the BFR process proposed by Qwest.

Ms. Bro fl describes the prices Qwest has developed for switching, signaling,

line sharing, and other various UNEs.

26

27

A.

A.

James Overton, a network engineer, describes the network modifications,

activities, and collocation steps that are needed to provide CLECs with line
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1

2

3

sharing and supports several of the inputs used to develop Qwest's unbundled

loop price. His testimony supports the costs set forth in Ms. Million's testimony

relating to line sharing and the prices for line sharing included in Exhibit MA-1 .

4

5

6

Dick Buckley describes Qwest's Loop Module that was used to develop loop

costs. Dr. William Fitzsimmons provides economic testimony that supports the

price that Qwest is proposing for the high frequency portion of the loop.

7

8

Renee Albersheim provides testimony concerning Qwest's OSS costs related

to line sharing.

9

10

11

12

13

14

15

Qwest witnesses Brotherson, Taylor and Craig discuss the issue of reciprocal

compensation for ISP traffic. Larry Brotherson discusses Qwest's position on

reciprocal compensation for ISP traffic and also discusses other pricing issues

including market-based pricing. Dr. William Taylor provides the economic

rationale underlying Qwest's reciprocal compensation proposal. Joe Craig

provides technical testimony in connection with reciprocal compensation for

ISP traffic.

Finally, Marti Gude testifies concerning the wholesale discounts that Qwest is

proposing for CLECs that wish to resell Qwest services.

16

17

18

19

20

21

22

23

24

25

26

27

Q. WHAT ARE QWEST'S OVERALL RECOMMENDATIONS IN THIS

PROCEEDING?

A. Qwest has two general recommendations. First, Qwest recommends that the

Commission adopt the Total Element Long Run Incremental Cost ("TELRlc")

studies presented with the testimony of Ms. Million. As Ms. Million testifies, these

studies comply with the pricing rules the FCC established in its First Report and

Order. In addition to complying with the FCC's pricing rules, the testimony of Ms.

Million and Qwest's other witnesses demonstrates that the costs and prices

Qwest is presenting are reasonable.
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1

2

3

4

5

6

7

Second, Qwest recommends that the Commission set prices for interconnection

services and UNEs at a level that will permit Qwest a fair opportunity to compete

in the marketplace and to earn a reasonable return on its investmenten Arizona.

The prices for interconnection services and UNEs should be set at the TELRIC

costs plus a reasonable allocation of common costs. The Commission should

adopt the specific prices set forth in Exhibit MA-1 .

CONCLUSION

Q. PLEASE SUMMARIZE YOUR RECOMMENDATIONS.

Consistent

8

9

10

11

12

13

14

15

16

17

18

19

The Commission should adopt the prices set forth in Exhibit MA-1.

with the Act and the FCC's pricing rules, Qwest should be permitted to recover

the realistic, forward-looking costs that it incurs to provide interconnection and

The cost-based prices that Qwest is proposing will allow Qwest to

recover its costs and will provide the CLECs with a full and fair opportunity to

compete in the Arizona local exchange market. Adoption of these prices will

support the expansion of long-term, sustainable competition in the market,

ensure continued investment in the Arizona network at appropriate levels, and

provide Qwest with the cost recovery that the Act requires.

UNEs.

Q. DOES THIS CONCLUDE YOUR TESTIMONY?

20

21

22

23

A.

A. Yes.
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Recurring WitnessNonrecurring

6.0Resale

6.1 Wholesale Discount Rates I
Gude

4.19%
9.41 %

Toll6.1.3 23.96%
6.1.4 Listings, CO Features and Informational Services 41.51% i

6.1.5 Private Line 6.44%
6.1.6 Packaged/Special Services 10.46%
6.1.7 Proposed Operator Services/DA 7.00%

I
.

6.2 Customer Transfer Charge CTC Brotherson

First Mechanized $0.68
Each Additional Mechanized $0.14 I

6.2.2 CTC for POTS Service i

First Manual $16.21
Each Additional Manual $2.70 ..

u
I

I
First $40.87

IEach Additional $40.87
E

CTC for Advanced Communications Services6.2.4
Per Circuit r $51 .34

7.0 Interconnection Kennedy i
7.1 Entrance Facilities d

7.1.1 DS1 $92.18 $218.84 I:

7.1.2 DS3 $486.15 $414.26
E

7.2 LIS EICT (When used for Collocation Kennedy
7.2.1 Per DS1 $10.24 $161.70

Per DS37.2.2 $47.99 $357.12
II

7.3 Interconnection Tie Pairs ITS (Optional |Kennedy
Per DS1 $1 .58

|.

I

Per DS3 $15.92

l1.4 Channel Re generation (Optional F Kennedy
DS1 Regeneration $9.45 $480_05
DS3 Regeneration $34.15 $1 ,807.55

Recurring
Fixed

Nonrecurring

7.5 Direct Trunked Transport Kennedy
7.5.1 DS1

Over 0 to 8 Miles

u
iKennedy

$33.05 $1 .56
Over 8 to 25 Miles $33.33 $1 .26 r.

Over 25 to 50 Miles $33.81 $2.28 i
$33.78 $1.19

r

7.5.2 DS3 Kennedy u'
Over 0 to 8 Miles $210.28 $65.55
Over 8 to 25 Miles $213.45 $20.30
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I

6.1.1
6.1.2

Basic Exchange Residence
Basic Exchange Business

i
I
I

i
;

6.2.1 CTC for POTS Service I

6.2.3 CTC for Private Line Services I

Over 50 Miles I

Page 1
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Reeurringt Ncnrecurrirmg Witness

I $25. 48
$17.49

Over 25 to 50 Mi les $196. 74
$207.61

Recurr ing N onrecu iring
I •7.6 Multi lexis Kennedy

7.6.1 DS3 to DS1 per arrangement $246_64 $267. 45
i

K e n n e d y7 . 7  T r u n k  N o n r e c u r r i n g  C h a r ge
7.7.1 DS1 .- First  Trunk

DS1 -  Each Addi t ional  Trunk
7.7.2 DS3 -  F i rs t  Trunk

DS3 -  Each Addi t ional  Trunk I
I

1

I
r

$353_67
$5 . 90

$360. 45
$12. 69

$176. 84
$2 . 95

Firs t  Trunk
Each Addi t ional  Trunk

7.7.4 DSS Trunk  Rearrangement i

First  Trunk

l
Each Addi t ional  Trunk

7.8 Local  Tr af f i c
7.8.1 End of f ice cal l  terminat ion,  per minute of  use
7.8.2 Tandem Swi tched Transport

7.8.2.1 Tandem Swi tching,  per Minute of  Use

$180. 23
$6 . 35

I

Kennedy
$0. 002207

$0. 001653 i
Recurring

Fixed
Recurring
pet Mile Nonrecurring

7 . 8 . 2 . 2  Tandem  T rans m i s s i on
O to 8 Miles
8 to 25 Miles
25 to 50 Mi les
Over 50 Mi les

7 . 9  M i s c e l l a n e o u s  C h a r ge s
7.9.1 Cancel lat ion Charge (LIS Trunks)

7.9.2 Expedi te Charge (LIS Trunks)

7.9.3 Const ruc t ion Charges

7.10lntraLATA Tol l  Traffic

i
$0. 0000454

$0. 000494 $0. 0000227
$0. 000477 $0. 0000117
$0. 000461 $0. 0000042

Qwest 's  Arizona Switched Access Tari f f
Sect ion 5.2.3 + LIS Nonrecurr ing Charges

Qwest 's  Arizona Switched Access Tari f f
Sect ion 5.2.2 + LIS Nonrecurr ing Charges4

I CE  -  S ee S GA T S ec t i on  19 . 0

l

i

I

I|
I

I

I

K ennedy
.

I

9
I

K ennedy
i

K ennedy

E
[

I;

l

K ennedy

K ennedy

Qwest 's  Arizona Switched Access Tari f fI

See Tandem Swi tching and Tandem
Transmiss ion Rates  Above.

9 Mi les
Qwest 's  Arizona Switched Access Tari f f

l

7.11.1 Local Transit

Local  Trans i t  Assumed Mi leage
7.11.2 lnt raLATA Tol l

lnt raLATA Tol l  Assumed Mi leage

7.11 .3 Joint ly  Prov ided Switched Access
7.11.4 Cat ego 11 Mechanized Record Charge

Per Record

9 Mi les

Qwest 's  Arizona Switched Access Tari f f

$0.00181 g

8. 0  Col l ocat i on K ennedy
8.1  Al l  Col locat ion n I

n

a $15. 17 $1232.89 I
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1
W

I Over 50 Mi les

7.7.3 DS1 Trunk  Rearrangement

l
i
I
|

i

I.
I

I

7.11 Trans i t  Traf f ic

I

8.1.1 Col locat ion Entrance Faci l i ty
Standard -  Per F iber Pai r

Page 2



Nonrecurring Witness
Cross-Connect - Per Fiber $22.75 $1 ,658.09

8.1.2

Express - Per Cable

Cable Splicing

I

$240.26 $8,783.09

$474.74
$37.95

8.1.3 -48 Volt DC Power Usage, per Ampere, per Month I

Power Plant, per Amp
I $11.36

Power Usage Less Than 60 Amps, per Amp I
I $3.69

Kennedy

Kennedy

Kennedy

.

I

IKennedy
i
i

I
I

Fiber - Per Set-Up
Per Fiber Spliced

Power Usage More Than 80 Amps, per Amp I
9

$7.37

8.1 .4.1 AC Power Feed - per Amp, per Month .
|

120 Volt $19.26
208 Volt, Single Phase $33.38
208 Volt, Three Phase $57.75 I

240 Volt, Single Phase $38.52
240 Volt, Three Phase
480 Volt, Three Phase

8.1 .4.2 AC Power Cable - per Foot, per Month
20 Amp, Single Phase
20 Amp, Three Phase
30 Amp, Single Phase

|
30 Amp, Three Phase

$66.64
$133.28

Kennedy
$0.0146 $7.98
$0,0181 $9.90
$0.0157 $8.61
$0.0216 $11 .82
$0.0185 $10.12
$0.0254 $13.93
$0.0219 $12.01
$o.0s0e $16.76
$0.0248 $13.58
$0.0352 $19.29
$0.0307 $16.81
$0.0479 $26.24

Kennedy
$31.18
$38.96

Kennedy
$1 .58

$15.92

Kennedy
$9.45 $480.05

$34.16 $1 ,807.55
I

Kennedy

$0,5701 $243.35
$0.0107 $4.57

'I

I
!
.

I
I

i

I

1

I

I

I
E

I
I
I

40 Amp, Three Phase
50 Amp, Single Phase

I60 Amp, Single Phase
60 Amp, Three Phase
100 Amp, Single Phase

8.1.5 Inspector Labor, per Half Hour
Regular Business Hours
Outside Regular Business Hours 3 hr. Minimum

I

8.1.6 IInterconnection Tie Pairs (ITS)

Per DS3

8.1.7 Channel Regeneration

100 Amp, Three Phase

I

|

l

!.
I
I

I
I
-
I
I

DS3 Regeneration

I8.1.8 Collocation Terminations
8.1.8.1 DSO

Cable Placement per 100 Pair Block, OR
Cable Placement per Termination

Cable per 100 Pair Block, OR $0,7333 $313.03 I
Cable per Termination I

i $0_0100 $4.29 F

II
I

$1 .2786 $545.80
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I Recurring

8.1.4 AC Power Feed

40 Ame. Single Phase

50 Ame. Three Phase

DS1 Regeneration

I

Blocks per 100 Pair Block, OR

Page 3



Recurring Nonrecurring Witness
Blocks per Termination $0.0175 $7.48

$0.5913 $252.40
$0.0081 $3.46 1

i

8.1.8.2 Ds1 Kennedy
$07386 $404.75

Cable Placement per Termination $0.0794 $43.52

Cable per 28 DS1 s, OR $0_6594 $361 .38
Cable per Termination I $0,0709 $38.86i

I

$0.7525 $412_86
$0.0908 $49.78

$0.1576 $86.36
Panel Placement per Termination $0.01e9 $ 9.29

8.1.8.3 DS3 Kennedv
Cable Placement per Termination $0.s007 $154.79
Cable per Termination $0.4258 $233.36
Panel/Connector per Termination $0.4388 $240.45

$0.0453 $24.81

r
8.1.9 Securi Kennedv

Access Card per Employee $0.87
Card Access Per employee, per Office $8.07

8.1.10 Central Office Clock Synchronization
|:

| . Kennedv
S nchronization - Composite Clock, per Port $7.70

Kennedv8.1.11 Space Availability Report
Per Office $328.001

8.2 virtual Collocation Kennedy
8.2.1 Quote Preparation Fee $4,380.68 Kennedy

8.2.2 Maintenance Labor, per Half Hour Kennedy
Regular Hours Rate $27.97
After Hours Rate $37.48

.

I

Kennedv L
Regular Hours Rate $27.97

r.
|8.2.4 Equipment Bay -recurring, per Shelf $3.75 Kennedv

8.2.5 Engineering Labor, per Half Hour Kennedy E

I

Regular Hours Rate $30.18
After Hours Rate $38.96

8.2.6 Installation Labor, per Half Hour Kennedy
$31 .89
$41 .07

if

|-After Hours Rate

8.2.7 Floor Space Lease, per Square Foot $3.96 Kennedv
Under

Development
Under

Development
Kennedy
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I Block Placement Per 100 Pair Block, OR
Block Placement Der Termination

I Cable Placement per 28 DS1s, OR I
i

F

I

i

I Panel per 28 DS1 s , OR
Panel per Termination

Panel Placement per 28 DS1s, OR I

Panel/Connector Placement per
Termination

I

s

82.3 Training Labor, Der Half Hour I

Regular Hours Rate I

8.2.8 DC Power Cable
I

Page 4
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No n recurring Witness

Kennedy
Kennedv

|8.3 Ca less Collocation
8.3.1 Quotation Preparation Fee
8.3.2 Space Construction

I

r

Kennedy
$4,380.68 Kennedy

Kennedy
$54.42 $29,823.10

Adjustment for 20 Amp Initial Power Feed
Adlustment for 30 Amp Initial Power Feed
Adjustment for 60 Amp Initial Power Feed
Adjustment for Each Additional Bav
Adjustment for Each Additional 20 Amp Power Feed
Adjustment for Each Additional 30 Amp Power Feed
Adjustment for Each Additional 40 Amp Power Feed

$3.97 ($2, 177.62
-($2.54 ($1 ,389.75

$3.48 $1 ,907.82
$5.52 $3,024.83

$10.09 $5,528.47
$11.53 $6,316.35
$14.06 $7,706.09
$17.54 $9,613.92

$3.96 Kennedv

Kennedy
Kennedy$4,763.06
Kennedy

$94.30 $51 ,675.14
$97.85 $53,623_79

$100.68 $55,139.10 I

$104.08 $57,038.08

H

8.3.3 Floor Space Lease - Per Square Foot

|8.4 Ca ed Collocation
8.4.1 Quotation preparation Fee
8.4.2 Space Construction

Cage- Up to 100 Sq. Ft - 60 Amp Power Feed
Cage- 101- 200 Sq- Ft
Cage- 201- 300 Sq- Ft
Cage- 301- 400 Sq. Ft
Adjustment for 20A Initial Power Feed ($15.41 ($8,444.49
Adjustment for 30A Initial Power Feed
Adjustment for 40A Initial Power Feed
Adjustment for 100A Initial Power Feed

4
($14.03 ($7,687.98
($11.14 ($6,~106.39

I
$17.06 $9,348.19
$54.46 $29,843.97
$99_92 $54,756.39 I

$153.68 $84,219.54
$12.73 $6,973.86

Adjustment for 30OA Initial Power Feed
Adjustment for 400A Initial Power Feed
Each Additional 20A Power Feed
Each Additional 30A Power Feed ! $14.11 $7,730.36
Each Additional 40A Power Feed IEach Additional 60A Power Feed
Each Additional 100A Power Feed
Each Additional 200A Power Feed 1Each Additional 300A Power Feed
Each Additional 400A Power Feed

$16.99 $9,s11 .95
$28.14 $15,418.34 r

$45.19 $24,766.54
$82.59 $45,262.31 i

$128.05 $70,174.74
$181.82 $99,637.89

Kennedy

I

8.4.3 Floor Space Lease, per Square Foot $3.96
I
r=

Kennedy
$0.0230 $12.59
$0.0382 $20.96 1;
$0.0435 $23.81
$0.0603 $33.04
$0.0672 $36.81
$0.1029 $56.40 I!

r
See Note 2 Kennedy |

» -

2/0 AWG - per Foot
1/0 AWG
4/0 AWG

per Foot
per Foot

350 kcal - per Foot
500 kcal - per Foot
750 kcal - per Foot

8.5 ICDF Collocation
3

I loB" cB" Kennedv
I Si

8.1 Remote Collocation and Adjacent Remote Collocation loB" loB'* Kennedy E
|II

8.8 CLEC-to-CLEC Connections I |
|Kennedy

ARIZONA RATES
Arizona Corporation Commission

Docket No. T-00000A-00-0194
Qwest Corporation

Direct Testimony of Maureen Arnold
Exhibit MA-1 March 15, 2001

t ¥tecurring

2 Bavs and 1 - 40 Ame Power Feed

I Adjustment for Each Additional 60 Amp Power Feed
i
!
i

I
I

Adiustment for 200A Initial Power Feed

8.4.4 Groundinq

8.6 Adiacent Collocation

Page 5



Recurring Nonrecurring Witness

8.8.1 Design Engineering & Installation - No Cables n $1 ,85322 Kennedy

w
4L

Kennedy
$0.17316
$0.18388
$0_15906

Kennedy
$223.03
$101.73

$8.80

$425.99 Kennedy

$255.25 Kennedy

I
Kennedy
Kennedy

$0.51
$1.58

$15.92

$23.07
$28.64
$42.14

$48.63
$57.76
$84.76

Kennedy
I

I

$23.07
$28.64
$42.14

$46.63
$57.76
$84.76 I.

!
$649.98 Kennedv

I

Kennedy |
I

$23.07 I

$28.64

3

4
3
a
:

I

l

DS1
DS3

8.8.3 Virtual Connections .. No Cables
DSO (Per 100 Connections
DS1 (Per 28 Connections
DSS (Per 1 Connection

8.8.5 CLEC to CLEC Cross-Connection

9.0 Unbundled Network Elements UNEs
9.1 Interconnection Tie Pairs ITS - Per Termination

DSO
Ds1
DS3

9.2 Unbundled Loops
9.2.1 Analog Loops

2-Wire Voice Grade
Zone 1
Zone 2
Zone 3

4-Wire Voice Grade
Zone 1
Zone 2
Zone 3

9.2.2 Non-Loaded Loops
2-Wire Non-loaded Loop

Zone 1
Zone 2
Zone 3

\

l

r

l

3

Kennedy
Kennedy

.II

3
I

I

3
3

8

Zone 1
Zone 2
Zone 3

I9.2.3 Conditioninq - Cable Unloadin Bridge Tap Removal

9.2.4 Digital Capable Loops
9.2.4.1 Basic Rate ISDN Capable Loop/xDSL-I/ADSL

Zone 1

Zone 3 $42.14
I

I

1

9.2.4.2 DS1 Capable Loop Kennedy |
Zone 1 3 $89.89 I

L ARIZONA RATES
Arizona Corporation Commission

Docket No. T-00000A-00-0194
QW€SI Corporation

Direct Testimony of Maureen Arnold
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3

8.8.2 Cable Racking (Per Foot)
DSO

8.8.4 Cable Hole

4-Wire Non-loaded LooD

Zone 2

Page 6



Recurring bionreeurring Witness

$90. 46
$100. 30

$954. 79
$967.83

Zone 2
Zone 3

lZone 1
Zone 2
Zone 3 I $1,189.60

9.2.5 2-Wire Ex tens ion Technology 4
IDSO Basic Instal lat ion-2/4 Wire9.2.6

Firs t  Loop

$5.93 K ennedy

K ennedy
$87.91
$75. 74

I
Basic Instal lat ion with Performance Test inq I
Firs t  Loop I

I $191.45 IEach Addi t ional  Loop i
I $137. 36
I

I i

Coordinated Instal lat ion wi th Cooperat ive Test ing 1
I

!
I

Firs t  Loop ! $231 .24 I

Each Addi t ional  Analog Loop I $137. 36

Coordinated Instal lat ion wi thout  Cooperat ive Test inq
Firs t  Loop I

!

I

I $94.96 I

Each Addi t ional  Loop I $82.79
I

I

$191.45 i
I

Firs t  Loop
Each Addi t ional  Loop I $137. 36

I

9.2.7 DS1 Loop Ins tal lat ion Charges Kennedv
Basic Instal lat ion
Firs t  Loop

i
$14352
$110.31.

I
Firs t  Loop r

ri
I

!

I
I

i

I

I

I

Each Addi t ional  Loop

Coordinated Instal lat ion wi th Cooperat ive Test ing

$202.83 I

.|.

$316.75 r
Each Addi t ional  Analog Loop I

I

$202.83
! E

I

iCoordinated Instal lat ion wi thout  Cooperat ive Test ing I

I E
Firs t  Loop 8 $152. 59 i.

IEach Addi t ional  Loop $119. 37
I

I

r .

I
I

u

1

IBasic Instal lat ion with Cooperat ive Test inq I
I E.

I

Firs t  Loop
1 $276. 96 I!

Each Addi t ional  Loop I
I $202.83 L

i
9.2.8 DS3 Loop Ins tal lat ion Charqes I

I K ennedy  i
I
I

iFirs t  Loop !
I $143. 52

Each Addi t ional  Loop I

I
I
I

$110.31

\ ARIZONA RATES

s

Arizona Corporation Commission
Docket No. T~00000A~00-0194

Qwest Corporation
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9 . 2 . 4 . 3  DS 3  Capab l e  Loop

Each Addi t ional  Loop

i

E
:
I

i

Basic Instal lat ion with Cooperat ive Test ing

Each Addit ional  LooD

Firs t  Loon

I Basic Instal lat ion
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Recurring Nonrecurrirng Witness
Basic Installation with Performance Testinq
First Loop
Each Additional Loop I

$276.96
$202.83

Coordinated Installation with Cooperative Testinq
First Loop $316.75

$202.83
I

|

:

Coordinated Installation without Cooperative Testing I
I

First Loop $152.59
$119.37

First Loop I

$276.96
Each Additional Loop I

$202.83

9.3 Subloop Kennedy
9.3.1 Distribution Loop

Installation Z4 wire, First $120.90
Each Additional I $55.26

2-Wire Analog / Non Loaded
Each Additional
Zone 1 $15.85
Zone 2 $21 .57

$35.23

4-Wire Analog / Non Loaded
1.Each Additional

1

Zone 1 $31 .70
Zone 2 $43.14
Zone 3 $70.46

9.3.2 Intrabuilding Cable Loop, Per Pair $1.24 Kennedy

9.3.3 DS1 Capable Feeder Loops Kennedy
First Loop $292.08
Each Additional Loop $21854

$77.43
Zone 2
Zone 3

\

9.3.4 Field Connection Point
EFeasibility Fee/Quote Preparation Fee

Construction Fee

19.4 Line Sharing
9.4.1 Shared Loop, per Loop

$78.01

Kennedy

$87.85

$1,631.67
I

IICE"

Bro fl$5.00 $37.54

\

Kennedy

I
.

1 $2.74 Albersheim
loB'* Brohl/Overton I

Brohl/Overton

$8.57 $3,175.97

9.4.3 Reclassification Charqe
9.4.4 POTS Splitter TIE Cable Connections

ARIZONA RATES

l

Arizona Corporation Commission
Docket No. T-00000A-00-0194

Qwest Corporation
Direct Testimony of Maureen Arnold

Exhibit MA-1 March 15, 2001

1

I
i
I

!
I

Each Additional Loop

s
I

!

i
!

I
i

I

Basic Installation with Cooperative Testing

Zone 3

Zone 1
.
I

I 9.4.2 OSS .- Per Line - Per Month

9.4.4.1 Splitter in the Common Area
Data to 410 Block

I

Page 8
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Recurring Nonreeurring Witness

$8.99 $3,333.21

$273 $1,010.84
$5.11 $1 ,892.62

Data Direct to CLEC

Data to 410 Block i
9.4.4.3 Splitter on the MDF

Data to 410 Block
Data Direct to CLEC

9.4.5 Additional Testing
9.4.6 Splitter Shelf Charge
9.4.7 POTS Splitter Charqe .- Per Splitter

$2.81 $1 ,039.82

Bro fl

Bro fl

$6.03 $2,233.08
See Misc Charges Section 9.2.7

$6.63 $531.91
Pass through Charge to CLEC

I9.4.8 En inhering a $1 ,274.63

1
l $1.44 $68.49 Kennedy
I Recurring

FixedI

I Nonrecurring
9.6 Unbundled Dedicated Interoffice Transport UDIT I

i Kennedv

Over 0 to 8 Miles

I

I
I $306.61
I $20.93 $0.14

Over 8 to 25 Miles $20.95 $0.12

Kennedy

Over 25 to 50 Miles

$20.94
$20.99 $0.13

$0.06

DS1 UDIT9.6.2 $351 .39 Kennedv
Over 0 to 8 Miles $33.05 $1.56 l

$33.33 $1.26
I$33.81 $2.28

Over 50 Miles $33.78 $1.19

9.6.3 DS3 UDIT $351 .39 Kennedv
Over 0 to 8 Miles $210.28 $65.55
Over 8 to 25 Miles $213.45 $20.30
Over 25 to 50 Miles $196.74 $25.43
Over 50 Miles $207.61 $17.49

9.6.4 OC-3 UDIT $351 .39
Over 0 to 8 Miles $794.64 $252.46
Over 8 to 25 Miles $801 .21 $67.90

Kennedy
I

r

I

I

Kennedv

L

Kennedy

Kennedy

Over 25 to 50 Miles
IOver 50 Miles

$765.56 $92.37
$788.37 $57.09

W\ $351 .39
$2,247.68 $87.64
$2,247.68 $85.54
$2,247.68 $98.38
$2,247.68 $115.44

OC-12 UDIT9.6.5
Over 0 to 8 Miles
Over 8 to 25 Miles
Over 25 to 50 Miles
Over 50 Miles

I

I

Above OC-12 UDIT9.6.6

9.6.7 Extended Unbundled Dedicated Interoffice
Transport
DS1 E-UDIT
DS3 E-UDIT

I

I

loB" ICE" loB'*
Recurring Nonrecurring

I

I
I $59.13 $409_62

$335.36 $409.62
OC-3 E-UDIT Ii $734.07 $409.62
OC-12 E-UDIT I

$1 ,377.93 $409.62
loB" ICE"

i

*s ARIZONA RATES
Arizona Corporation Commission
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Data Direct to CLEC

.

|

e

s

I
9.5 Network Interface Device (NID)

I
i

Over 5O Miles

Over 8 to 25 Miles
Over 25 to 50 Miles

Above OC-12 E-UDIT

Page 9



R€¢l§'YilllQ Nonrecurring Witness

DSO UDIT Low Side Channelization9.6.8

1r

Kennedv
$13.90
$8.87

Kennedy
Multiplexing9.6.9
DS3 to Ds1 I $246.64 $267_45DS1 to DSO $229.32 $267_45
UDIT M1-3 Multiplexing

$2,558.27UDIT Ml-0 Multiplexinq Hiqh Side

r

I

$272.49UDIT M1-0 Multiplexing Low Side
$238.79

t
I I

3
r

KennedvDSO Single Office
$175.49

DSO Dual Office
$218.11

High Capaci Sinqle Office
$237.3511 I ffclin:

Kennedy

1
1264.86

9.7 Unbundled Dark Fiber (UDF l

4

9.7.1 Single Strand increments (Available May 31, 2001 ) Under
Development

Under
Development

Under
Development

9.7.2 Initial Records In qui ( I I I
Simple $158.80
Complex $202.48

Field Verification and Quote Preparation (FVQPi9.7.3 $1 ,478.86 Kennedy

Field Verification9.7.4 Under
Development

Kennedy

UDF-IOF9.7.5
Kennedy

Order Charge, Per Pair, Per Route. Per Order $561.17 I
IEach Additional, Per Pr, Same Route $270.70

Termination-Wire Center- 2 Per Pair $7.57
Fiber Transport, per Mile $88.52
Cross Connect, 2 per Pair $4.20

I
I

I

9.7.6 UDF-Loop Charges I Kennedy
l
I

Z
$561.17

l
l$270.70

$7.84 4
$6.97

$122.02
$4.20 $21 .46

Kennedy
$561.17

I
I

Termination at Wire Center, 2 per Pair
Termination at Premise, 2 per Pair

IUDF Loop - Per Fiber Loop
Fiber Cross-Connect, per Pair

Extended Dark Fiber (E-UDF9.7.7
Order Charge, Per Pair, Per Route, Per Order

r

$270.70
Termination at Wire Center, 2 per Pair $7.84 I

Termination at Premise, 2 per Pair $6.97 u.E-UDF Fiber - per Pair $122.02
Fiber Cross-Connect, per Pair $4.20 $21 .46

ARIZONA RATES
Arizona Corporation Commission

Docket No. T-00000A-00-0194
Qwest Corporation

Direct Testimony of Maureen Arnold
Exhibit MA-1 March 15, 200]

r
}

Low Side Channel Performance
Low Side Channel Performance With Multinlexinc

r

9.6.10 UDIT Rearrangement

Order Charge, Per Pair, Per Route, Per Order
Each Additional, Per Pr, Same Route

Each Additional, Per Pr. Same Route I
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Recurring Mon recurring Witness

$0.001573

loB" loB"
ICE" lcB4
loB" IcB'
lcB4 loB*'
loB" loB"

$59.28 $219.99

9.8 Shared Transport
Per Minute of Use I'r

ll

l

Bro fl

Bro fl
9.9 Unbundled Customer Controlled Rearrangement Element

(UCCRE)
DS1 Port9.9.1
DS3 Port9.9.2

9.9.3 Dial Up Access

Virtual Ports9.9.5

9.10 LocalTandem Switching
9.10.1 DS1 Local Message Trunk Port - Per Order

Bro fl

9.10.2 DS1 Trunk Group - First Trunk - Per Order
9.10.3 DS1 Trunk Group-Each Additional Trunk-Per Order

I $210.14
$24.38

9.10.4 Per Minute of Use $0.002453

Local Switching I9.11
Bro fl

9.11.1 Analog Line Side Port, First Port $1.33 $144.93 Broi l
9.11.2 Each Additional Port I $1.33 $95.34 Bro fl

I

9.11 .3 Local Usage, per Minute of Use $0.002684 Bro fl

9.11.4 Vertical Features Bro fl
10XXX Direct Dialed Blockinq $0.08

.

I

I

$7.56 $79.66
$0.08 $1.15
$0.18 $1.01 I

$3.25 $238.25
$0.08
$0.07 $0.34 I
$2.20 $2,090.41 [

$0.10
$0.07
$0.07 $0.34
$0.07 $1.01
$0.07 $0.67
$0.13
$0.08 I

I

$0.08
$0.11 E
$0.09
$0.09
$0.15
$0.09
$0.15
$0.10

$15.59

Attendant Access Line - per station line
Audible Message Waiting
Authorization Codes - per system
Auto Callback
Automatic Line

- Common Equip. perAutomatic Route Selection
system
Blocking of pay per call services
Bridging
Call Drop
Call Exclusion - Automatic
Call Exclusion - Manual
Call Forward Don't Answer - All Calls I

Call Forwarding Intra Group Onlv
Call Forwarding Variable Remote
Call Forwarding: Busy Line Expanded
Call Forwarding: Busy Line External
Call Forwarding: Busy Line External Don't Answer
Call Forwarding: Busy Line Overflow
Call Forwarding: Busy Line Overflow Don't Answer
Call Forwarding: Busy Line Programmable
Call Forwarding: Busy Line/Don't Answer
Programmable Svc. Establishment
CF DON'T ANSWER/CF BUSY CUSTOMER
PROGRAMMABLE - PER LINE

$1.01

Call Forwarding: Busy Line/Don't Answer
(Expanded)

$0.15 $37.75

ARIZONA RATES
Arizona Corporation Commission
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Account Codes - Der system

Call Forwarding Incomincn Onlv
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Recurring nonrecurring Witness

$0.13 $37.75
$0.13
$0.13

Cal l  Forwarding:  Don' t  Answer

Cal l  Forwarding:  Don' t  Answer (Programmable)

j

I

$0. 10
$0 . 10
$0 . 08
$0.33
$o. 09

Cal l  Forwarding:  Variable - no cal l  complete opt ion
Cal l  H0}d
Cal l  Hold/3-Way/Cal l  Transfer

I

I
Cal l  P ickup $0 . 08
Cal l  Transfer i $0.33
Cal l  Wait ing Dial  Originat ing $0.08
Cal l  Wait ing Indicat ion - per t iming state I $0. 47 $1. 01

$0. 09
$0. 12Cal l  Wait ing Terminat ing - Al l  Cal ls

Cal l  Wai t ing Terminat ing - lncominq Onlv f
I $0. 12

I

•Cal!  Wait in Cancel  Cal l  Wai t ing I $0. 14
CENTREX COMMON EQUIPMENT II

I $1 ,200.97
l

I

Cent rex  Management  Sy s t em CMS I $0. 60
Cent rex  P lus  DID numbers  per number $0. 12
Centrex Plus to Centrex Plus $5. 49 I

Centrex Plus to IC Carrier $5. 49
Centrex Plus to PBX/Key Blocked $5.49 I
Centrex  Plus  to PBX/Key Non-Blocked $5. 49
CFBL - Al l  Cal ls $0. 09
CFBL - Incoming Only $0. 09 $37. 75
CFDA Incoming Only $0. 12 $37. 75
CLASS - Anonymous Cal l  Rejec t ion $0.14
CLASS - Cal l  Wai t ing ID $0. 60
CLASS -  Cal l ing Name & Number $0. 12
CLASS - Cal l ing Number Def ive $5. 49 I

CLASS - Cal l ing Number Del ive - Block ing $5. 49
CLASS - Cont inuous  Redial $5 . 49 $1 .26
CLASS - Last  Cal l  Return $5. 49 $1 .26
CLASS - Priori ty  Cal l ing

CLASS - Select ive Cal l  Reject ion
Common Equipment  per 1.544 Mbps f ac i l i t y  DS1
Conference Cal l ing - Meet  Me
Conference Cal l ing - Preset
Custom Ringing Firs t  Line (Short /Lonq/Short
Custom Ringing Firs t  Line (Short /Short )
Custom Ringing Fi rs t  Line (ShorVShorVLona)
Cus t om  R i ngi ng S ec ond  L i ne  S hor t / Lon  S hor t )
Custom Ringing Second Line (ShorVShort )

Cus t om  R i ngi ng T h i rd  L i ne  S horV Lon  S hor t
Cus tom Ringing Thi rd L ine Short /Short
Cus tom Ringing Thi rd Line Short /Short /Lonc l
Data Cal l  P rotec t ion DMS 100
Dir Sta SeVBusy Lamp Fld per arrangement

$0. 09 $1 . 20
$0. 09 $1 . 26
$1.67 $1 . 20

$60. 34 I

$14.60 $42. 29
$11.15 $42. 29

$0.09
$0. o9
$0. 09
$0. 09
$0. 09 E
$0. 09 i
$0.08

|

$0.08 I
1 .

$0.o8
$o. 07
$1.83 $0 . 34
$0.18 $20. 08

»
l

»

l

1

4
!

Directed Cal l  P ickup without  Barge-in $0. 10 $20. 08
l

$0. 09 $40 . 14 ii
I

Dist inct ive Ringing $0. 09 I

$1 .44
$0.08
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Cal l  Forwarding:  Variable

I Call  Park (Basic - Store & Retrieve)

Cal l  Wait ing Originat ing

Directed Call Pickup with Barcme-in I

I

I

Dist inct ive Ring/Dist inct ive Cal l  Wait ing i

EBS - Set Interface - per stat ion l ine
Execut ive Busy Overide l

Page 12
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Recurring Nonrecurring Witness
Expens ive Route Warning Tone- per sys tem $0 . 07 $71 .60

$0 . 07 $44. 05
$0 . 07
$0 . 16 $0 . 45
$0 . 13 $1. 01
$0 . 27
$0.23 $38. 42
$0 . 27
$8.20 $38. 42
$1 . 14 $40. 57
$0 . 08
$0 . 09

Feature Display p

I

Hot Line - per l ine
Hunt ing:  Mult ipos i t ion Circular Hunt inq
Hunt ing:  Mul t ipos i t ion Hunt  Queuinq
Hunt ing:  Mult ipos i t ion Series Hunt inq
Hunt ing:  Mul t ipos i t ion wi th Announcement  in Queue
Hunt ing:  Mult ipos i t ion wi th Music  in Queue
Incoming Cal ls  Barred

I

$0. 58 $1,639
Line Side Answer Superv is ion $0 . 09
Loudspeaker Paging - per t runk  group $21 .96 $175.77
Make Busy  Arrangements  -  per group $0 . 36 $0 . 67
Make Busy Arrangements  - per l ine $0 . 15 $0 . 67
Message Center - per main s tat ion l ine $0 . 07 $0 . 34
Message Wai t ing Indicat ion AudibleNisuaI $0.13

sMessy  e Wai t ing V isual $0 . 13 $0 . 34
Music  On Hold - per system $22. 87 $23 . 03 l

$0 . 07
Ni  ht  Serv ice Arrangement $0 . 08
Outgoing Cal ls  Barred $0 . 08
Outgoing Trunk  Queuing $0 . 13
Privacy Release $0.08 $0 . 47

$0 . 25 $0 . 34
$0 . 08Speed Cal l ing 1 Digi t  Control ler

Speed Cal l ing 1 Digi t  User
Speed Cal l ing 1#  Lis t  Indiv idual

$0 . 08 I

$0. 08
$0 . 08Speed Cal l ing 2 Digi t  Control ler

Speed Cal l ing 2 Digi t  User $0.08
I

I
.$0. 08

Speed Cal l ing 30 Number $0.08
$0 . 08

Stat ion Camp-On Serv ice - per main s tat ion $8. 51 $0 . 34 E

I

Stat ion Dia l  Conferenc ing 6 Wav
Stat ion Message Deta i l  Recordinq SMDR
Three Way Calling
Time and Date Display

r

l

$1 .48
$0 . 18
$0 . 33
$0.18
$0 . 07 $125. 28
$0 . 08 $0 . 54
$0 . 13 $0. 51 l

$0. 08
$0 . 08
$0 . 07 $0 . 39 l

$8. 23 $0 . 67
$5 . 45

$967 . 37

$483. 69

Time of  Day  NCOS Update
Time of  Day Rout ing - per l ine
Tol l  Restric t ion Serv ice
Trunk Answer Any Stat ion
Trunk Veri f icat ion f rom Desiqnated Stat ion
UCD in hunt  group - per l ine
UCD with Music  Af ter Delav
CMS -  SYSTEM ESTABLISHMENT -  INITIAL
INSTALLATION
CMS -  SYSTEM ESTABLISHMENT -
SUBSEQUENT I NSTALLATI ON
CMS -  PACKET CONTROL CAPABILITY,  PER
S Y S T E M

$483 . 69

l

$337_82
|

ARIZONA RATES
Arizona Corporation Commission

Docket No. T-00000A-00-0194
Qwest Corporation

Direct Testimony of Maureen Arnold
Exhibit MA-1 March 15, 2001

Group Intercom

Internat ional Direct  Dial  Blocking
ISDN Short  Hunt

Network  Speed Cal l

Querv  T ime

Speed Cal l ing 2#  Lis t  Indiv idual u

Time of  Dav Control  for ARS - Der system

SMDR-P  -  SERVICE ESTABLISHMENT CHARGE,
INITIAL INSTALLATION

Page 13



Recurring Nonrecurrirng W itness
SMDR-P - ARCHIVED DATA
CLASS- Call Trace per Occurrence

$176.52
$2.40

$13.51 Broil

1
$11.19 $218.41 Bro fl

1
1

Bro fl
$16.98 $122.58

n $16.98 $28.45

I Bro fl
$5928

I9.11.6 Di ital Line Side Port Supporting BRI ISDN
First Port and Each Additional

9.11.6 DSO Analog Trunk Port
First Port
Each Additional

DS1 Local Messaqe Trunk Port
Message Trunk Group - First Trunk $208.23
Message Trunk Group - Each Additional I

i $50.62
Ds1 PRI ISDN Trunk Port $238.22 $645.72
DS1/DID Trunk Port $3.52 $211.81

I
9.12 Customized Routing Bro fl

9.12.1

i

Development of Custom Line Class Code .-
Directory Assistance or Operator Services
Routing Only 9 loB"

9.12.2 Installation Charge, per Switch .- Directory
Assistance or Operator Service Routing Only

I

i
ICE'*

I
r IcB' loB"
i

.

I

i

I

I

Bro fl
$260.09 $438.36 I

$114.83
$9.53

$133.90 Ii
$57.20 I

$0.0020817
$0.0013398 I

$0.0002974
$0.0009411
$0.0005910

Bro fl
lc:B*'

.

I

I

loB'* loB"
ICE i

I

Bro fl t
No Charge II

loB'

•9.13 Common Channel Signalin SS7
9.13.1 CCSAC STP Port

9. 13.2.1 Basic Translations
First Activation, per Order
Each Additional Activation, per Order

9.13.22 CCSAC Options Database Translations
First Activation per Order
Each Additional Activation per Order

9.13.3 Signal Formulation, ISUP, Per Call Set-Up Request
9.13.4 Signal Transport, ISUP, Per Call Set-UD Request

•9.13.5 Si pal Transport, TCAP, per Data Request
9.13.6 Signal Switching, ISUP, Per Call Set-UD Request

I
i

I
I|
I

;

E

I
I

I
1

I

I
i

9.14 Advanced Intelligent Network AIN
9.14.1 AIN Customized Services ACS

I9.14.2 AIN Platform Access (APA)

Line Information Database LIDB9.15
9.15.1 LIDB Storage
9.15.2 I

I

I

Line Validation Administration System Access
(LVAS)

I

I

l
9.15.2.1 LIDB Line Record Initial Load I

I

Up to 20,000 Line Records9.15.2.1.1 I $2,601 .00 L
I

9.15.2.1.2 IOver 20,000 Line Records Ii loB" L

9.15.2.2 Mechanized Service Account Update, per
Addition or Update Processed I

8

ICE

4 ARIZONA RATES
Arizona Corporation Commission

Docket No. T-00000A-00-0194
Qwest Corporation

Direct Testimony of Maureen Arnold
Exhibit MA-1 March 15, 2001

9.11.5 Subsequent Order Charcze

9.11.7 Digital Trunk Ports

9.13.2 CCSAC Options Activation Charcie

9.13.7 Signal Switching. TCAP. Per Data Request

Page 14



Nonrecurring Witness
9,152.3 Individual Line Record Audit 4 cB"
9.15.2.4 Account Group Audit
9.15.2.5 Expedited Request Charqe for Manual Updates

I

I
I
I

loB'
ICE

$0.0009621 See 9.13.22
No Charge

Bro fl
$_02000723 See 9,132.2
$.00000057

4
9.15.4 Fraud Alert Notification, per Alert

XX Database Que Service9.16
Basic Query, per Query
POTS Translation

9.16.1
9.16.2 I

:
I

9.16.3 Call Handling & Destination Feature I

I $.00000172
I

9.17 ICNAM, Per Que $0_000849 See 9.13.22 Broi l
l

9.18 Construction Charges

Additional Engineering - Basic

I loB' Kennedy

Kennedy
$31 .70

Miscellaneous Elements9.19
Kennedy

Additional En sneering - Overtime
I $39.21

Additional Labor Installation - Overtime $9.01
Additional Labor Installation - Premium $18.02
Additional Labor Other - Basic $27.63
Additional Labor Other - Overtime $36.90
Additional Labor Other- Premium $46.19

|Testify and Maintenance - Basic $29.35
ITestify and Maintenance - Overtime $3921
ITestify and Maintenance - Premium $49.08

Maintenance of Service - Basic $27.83
Maintenance of Service - Overtime $36.90
Maintenance of Service - Premium $46.19
Additional COOP Acceptance Testing - Basic $29.35
Additional COOP Acceptance Testinq - Overtime $39.21
Additional COOP Acceptance Testinq - Premium $49.06
NonScheduled COOP Testing - Basic $29.35
NonScheduled COOP Testing - Overtime $39.21
NonScheduledCOOP Testing - Premium

m $49.06
NonScheduled Manual Testing - Basic $29.35
NonScheduled ManualTesting - Overtime $39.21
NonScheduled Manual Testing - Premium $49.06
Cooperative Scheduled Testing - Loss
Cooperative Scheduled Testing - C-Messaqe Noise

I

I $0.08
$0.08

I$0.33
$0.08 I

$0.08
$0.17
$0.17
$0.66
$0.17
$0.17

$84.23
$10.36
$73.78

Cooperative Scheduled Testing - Gain Slope
Cooperative Scheduled Testing - C-Notched Noise
Manual Scheduled Testing - Loss
Manual Scheduled Testing - C-Message Noise E
Manual Scheduled Testing - Balance

Manual Scheduled Testing - C-Notched Noise

IAdditional Dispatch
Date Change

I

Expedite Charge loB"
Cancellation Charge loB'

I9.20 Channel Re generation Kennedv
$9.45 $480.05

ARIZONA RATES

°.

Arizona Corporation Commission
Docket No. T-00000A-00-0194

Qwest Corporation
Direct Testimony of Maureen Arnold

Exhibit MA~l March 15, 2001

Recurring

L

9.15.3 LIDB Query Service, Der Quew

Cooperative Scheduled Testing - Balance

Design Change I

I DS1 Regeneration I

Page 15
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Recurring Nonrecurring W itness
•DS3 Re generation

i

$34. 16 $1 ,807.55

Bro fl

$0.68

9.21.1.1 UNE-P POTS, CENTREX, PAL, Analog PBX
Mechanized

First
Each Additional

9.21.12 UNE-P POTS, CENTREX, PAL, PBX Manual
First
Each Additional

9.21 .1.3 UNE-P PBX DID Trunk, Existing Service
First

9.212.2 UNE-P POTS Manual

$0.14

$16.21
$2.70

I

I
i
»
L

$20.61
$3.12

$15.09
$3.12

$51 .00

$18.77
$3.12

i

Each Additional
9.21.1.4 UNE-P ISDN BRI

First
Each Additional

9.21.15 UNE-P ISDN PRI, DSS per DS1 Facilitv
9.21.1.6 UNE-P ISDN PRI, DSS Trunk

First
Each Additional

9.21.2 UNE-P New Connection
9.21 .2.1 UNE-P POTS Mechanized

First
Each Additional

l
W Bro fl

I

$55.31
I

\ $15.87
E

I

First i

5 $82.11
Each Additional

I $18.44

9.21.3 UnE-combination Private Line I

! Kennedy

Kennedy
Kennedy

DSO/DS1/DS3/OCN/Integrated T-1 Existing
Service

I
Enhanced Extended Loop (EEL)9.21.4

9.21.4.1 EEL Link
DSO, First

IDSO, Each Additional
DS1, First

i
1 .

E
I
I
)

r

$40.87

$249.10
$217.86
$306.85
$261.17
$331 .21
$285.53

i

I

I

Nonreguxring

Kennedv
$306.81

$0.14
r

$0.12
$0.13
$0.06

DS3, Each Additional

I9.21 .4.2 EEL Transport

DSO Over O to 8 Miles
DSO Over 8 to 25 Miles

$20.93
$20.95l

I

$20.99I
I $20.94
I
I

DS1 Transport I

I $351 .39
iDS1 Over O to 8 Miles $33.05I $1 .56

$33.33I $1 .26
$33.81I $2.28 E

; ARIZONA RATES
Arizona Corporation Commission

Docket No. T-00000A-00-0194
Qwest Corporation

Direct Testimony of Maureen Arnold
Exhibit MA-1 March 15, 2001

I 9.21 UNE Platform
9.21 .1 UNE-P Conversion

DS1, Each Additional
DS3, First

DSO Over 25 to 50 Miles
DSO Over 50 Miles

I

DS1 Over 8 to 25 Miles
DS1 Over 25 to 50 Miles

Page 16



Recurring Nonrecurring Witness
DS1 Over 50 Miles $33.78 $1.19

$351 .39
$65.55
$20.30

$196.74 $25.48

i
;l
I

Kennedy

I
I

E\
J

Kennedy

Brotherson
I

I

!
i
I

!

1
J

I

I

P

i
I

r

E
E

DS3 Transport
$210.28
$213.45DS3 Over 8 to 25 Miles

DS3 Over 25 to 50 Miles
DS8 Over 50 Miles

9.21.4.3 Multiplexing
DS1 to DSO
DS3 to DS1
DS1 Transport Mux

$207.61

I

$17.49

$229.32 $267.45
$246.64 $267.45

$257.04
I

$257.04

$13.90
r $8.87 $238.79
H
ll ICE

New York Method

See FCC Tariff #1 Section 20.3.1 &20.3.3

$27.31 I
$35.43 I
$43.49 |

No charge

I
l
1

9.21.4.4 DSO Channel Performance
DSO Low Side Channelization
DS1/DSO MUX, Low Side Channelization

9.21 .4.5 Concentration Capability

10.0 Ancillar Sewiees
10.1 Interim Number Portability

10.2 Local Number Portability
10.2.1 LNP Queries
10.2.2 LNP Managed Cuts

Overtime Managed Cuts per person per % hr
Premium Managed Cuts per person per % hr

10.3 911/E911

10.4 White Pages Directory Listings, Facility Based
Providers

10.4.1 Prima Listing
10.4.2 Premium/Privacy Listings

No charge
Exchange

Tariff Rate,
less

wholesale
discount

I

H

u $0.34~'
I
I
I

I
I

I

I

I

I

10.5 Directo Assistance, Facility Based Providers
10.5.1 Local Directo Assistance, Per Call
10.5.2 National Directo Assistance, per Call
10.5.3 Call Brandinq, Set- Up and Recordinq
10.5.4 Loading Brand /Per Switch
10.5.5 Call Completion Link, per cal!

Directo Assistance List Information10.6
10.6.1 Initial Database Load, per Listing

$0.385'
$10,500.00°

$175.00"
$0.085°

$0.025°
10.6.2 Reload of Database, per Listing $0.020"
10.6.3 Daily Updates, per Listing I $0.025*
10.6.4 One-time Set-Up Fee, per Hour I $82.22'
10.6.5 Media Charges for File Defive v

10.6.5.1 Electronic Transmission $0.00105

d ARIZONA RATES

1

Arizona Corporation Commission
Docket No. T-00000A-00-0194

Qwest Corporation
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i

I

DS3 Over O to 8 Miles

DS3 Transport Mux

Standard Managed Cuts per Derson her M hr

I
I
I

Page 17



R€cut¥'iBQ Nonrecurring Witness

10.6.5.2 Tapes (charges only apply if this is selected as
the normal defive medium for daily updates)

$30.00°

10.6.5.3 Shipping Charges for tape defive loB'

•10.7.1 O son A - Per Message

l

Operator Handled Calling Card $0.36°
Machine Handled Calling Card $0.46°
Station Call $0.18°
Person Call $0.84*
Connect to Directo Assistance $2.05"

$0.55
Busy Line Interrupt $0.72°
Operator Assistance, per Call $0.87° I

10.7.2 IOption B -- Per Operator Work Second and
Computer Handled Calls

I
I

I
Operator Handled, per Operator Work Second $0.0181°
Machine Handled, per Call $0. 13*

10.7.3 Call Branding, Set-Up & Recordinq $10,500°
i
I10.7.4 Loading Brand/Per Switch $1754

10.8 Access to Poles, Ducts, Conduits and Rights of Way Kennedv
10.8.1 Pole In qui Fee, per Mile $321 .59 I

10.8.2 lnnerduct Inquiry Fee, per Mile $386.56

I
!
i

$142.86
10.8.4 ROW Document Preparation $142.86 i

I

10.8.5 Field Verification Fee, per Pole $35.72 I

10.8.6 Field Verification Fee, per Manhole $464.31
I
I10.8.7 Planner Verification, per Manhole $15.93 I

10.8.8 Manhole Verification Inspector, per Manhole $285.73
10.8.9 Manhole Make Ready Inspector, per Manhole $428.59
10.8.10 Pole Attachment Fee, per Foot, per Year $4.34='
10.8.11 Innerduct Occupancy Fee, per Foot, per Year $0.37°
10.8.12 Quitclaim Consideration, ROW

I12.0 O rational Support Systems
12.1 Daily Usage Record File, per Record $0.0007616

i

!

1

F
Bro fl

12.2 Trouble Isolation Charge Section 13,
Qwest Arizona
Exchange and
Network Svcs

Catalog

i

17.0 Bona Fade Request Process $2,400.07 Kennedy

4 ARIZONA RATES
Arizona Corporation Commission

Docket No. T-00000A-00-0194
Qwest Corporation
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10.7 Toll and Assistance Operator Services, Facility
Based Providers,

Busv Line Verifv. Der Call I

10.8.3 ROW lnauirv Fee I

NOTES:
* Unless otherwise indicated, all rates are proposed in Docket T-00000A-00-0194 on March 15, 2001 .

LE]

LI] Rates not addressed in T-00000A-00-0194, March 15, 2001 filing.
[2] The charges for ICDF Collocation are the non-recurring and recurring charges associated with the unbundled network

elements or ancillary services ordered by CLEC, the cost of extending the unbundled network elements or ancillary
services to the demarcation point, which are recovered through the ITS charges and the Security charge
Consistent with FCC orders, these rates are Market-Based.
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I Witness

[4] ICE, Individual Case Basis
[5] Rates per FCC Guidelines.
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Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Maureen Arnold. My business address is 3033 N 3I'd St, Phoenix,

Arizona.

Q. ARE you THE SAME MAUREEN ARNOLD WHO FILED DIRECT TESTIMONY
IN THIS DOCKET?

A. Yes.

Q. PLEASE DESCRIBE THE PURPOSE OF YOUR TESTIMONY.

The purpose of my testimony is to file a revised Exhibit MA-1A to include

elements and services for which rates are being proposed in this supplemental

direct testimony. In addition, I identify the Qwest witnesses who are presenting

testimony in support of those rates.

Q. WHY IS QWEST FILING ADDITIONAL DIRECT TESTIMONY?

Pursuant to the Commission's February 16, 2001 Procedural Order in this

docket, Qwest was directed to file direct testimony on March 15, 2001. The

Procedural Order also stipulated that Qwest file supplemental direct testimony on

remaining issues not addressed in the March 15, 2001 filing, including any issues

deferred to this docket from the workshops that the Commission is conducting

A.

A.

pursuant to Section 271 of the Telecommunications Act of 1996.
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Q. DOES QWEST'S SUPPLEMENTAL FILING ADDRESS ISSUES RELATING TO
NETWORK ELEMENTS, INTERCONNECTION SERVICES, AND OTHER
SERVICES THAT WERE DEFERRED FROM THE ARIZONA SECTION 271
WORKSHOPS?

Yes. While Exhibit MA~1 , attached to my direct testimony filed March 15, 2001 ,

includes pricing for elements and services that were deferred from the Arizona

Section 271 workshops, the revised Exhibit MA-1A includes additional network

elements, interconnection services, and other services that have been deferred

and which are discussed by Barbara Bro fl and Robert Kennedy.

Q. DOES YOUR EXHIBIT MA-1A HAVE ANY OTHER CHANGES?

Yes. I have made the following clarifying changes through Exhibit MA-1A: PageA.

A.

3, (8.1 .1) removed the word "Pair" from the Standard - Per Fiber collocation,

Page 3, (8.1 .4) added the words "(Backup Power)" to AC Power Feed, Page 5,

(8.32) added the reference "(Standard 40. Amp Power Feed)" that now appears

after "Space Construction," Page 5, (8.4.2) removed the reference to "Standard

60 Amp Power Feed" that appeared after "Cage-Up to 100 Sq. Ft." and added

the reference "(Standard 60 Amp Power Feed)" that now appears after "Space

Construction," and Page 9, (9.4.4) changed "POTS Splitter TIE Cable

Connections" to "POTS Splitter Options." In addition, my Exhibit MA-1A

incorporates the changes mentioned in Terri Million's testimony and included in

her Exhibit TKM-01A.
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Q. IDENTIFY THE OTHER QWEST WITNESSES WHO ARE FILING PLEASE
SUPPLEMENTAL TESTIMONY AND SUMMARIZE THE AREAS THEY ARE
ADDRESSING.

A. Ms. Barbara Bro fl provides product descriptions for Unbundled Packet Switching

and Line Splitting. Mr. Robert Kennedy describes the Space Availability Report

and Space Option Reservation. Ms. Terri Million presents the cost studies and

explains the cost methodologies that underlie the prices Qwest is proposing in its

supplemental filing. In addition, Ms. Million provides corrections to her direct

testimony and the Exhibit labeled TKM-01 filed on March 15, 2001. Mr. Larry

Brotherson provides clarification relative to Operator Services and DA market-

based prices and explains Qwest's policy on Comparable Switched Access.

Q. PLEASE STATE QWEST'S OVERALL RECOMMENDATION IN THIS
PROCEEDING.

Qwest recommends that the Commission adopt the Total Element Long Run

Incremental Cost ("TELRIC") studies presented with the testimony of Ms. Million.

As Ms. Million testifies, these studies comply with the pricing rules the FCC

established in its First Report and Order. The testimony of Ms. Million and

Qwest's other witnesses establishes that in addition to complying with the FCC's

A.

pricing rules, the costs and prices that Qwest is presenting are reasonable.
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Q.

A. Yes
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Maureen Arnold, of lawful age, first duly sworn deposes and says:

My name is Maureen Arnold. I am Director of Policy and Law for Qwest
Corporation in Phoenix, Arizona.

Thereby swear and firm that my answers contained in the attached testimony to the
questions drerein propotmded are true and correct to the best of my knowledge and
belief .

i*?¢'!'A./7 14259;
Maureen Arnold

SUBSCRIBED AND SWORN to before me this 16 t h  day of Apr il , 2001

Notary Public
My Commission Expires :

2.

1.

0
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Recurring Nonrecurring Witness u
6.0 Resale

6.1 Wholesale Discount Rates
6.1.1 Basic Exchange Residence
6.1.2 Basic Exchange Business

Toll6.1.3
Listings, CO Features and Informational Services6.1.4
Private Line6.1.5

6.1.6 Packaged/Special Services
6.1.7 Proposed Operator Services/DA

6.2 Customer Transfer Charge (CTC
CTC for POTS Service6.2.1

First Mechanized
Each Additional Mechanized

CTC for POTS Service6.2.2
First Manual
Each Additional Manual

CTC for Private Line Services6.2.3
First
Each Additional

CTC for Advanced Communications Services6.2.4
Per Circuit

7.0 Interconnection
7.1 Entrance Facilities

DS17.1.1
DS37.1.2

7.2 LIS EICT (When used for Collocation)
Per Ds17.2.1
Per DS37.2.2

7.3 Interconnection Tie Pairs ITS Optional
Per DS1
Per DS3

7.4 Channel Regeneration Optional
DS1 Regeneration
DS3 Regeneration

7.5 Direct Trunked Transport
DS17.5.1
Over 0 to 8 Miles
Over 8 to 25 Miles
Over 25 to 50 Miles
Over 50 Miles

7.5.2 DS3
Over 0 to 8 Miles

4.19%
9.41%

23.96%
41.51° /=

6.44%
10.46%
7.00%

I
I

I

I

I

I

II
i

l

Gude

I

I

I
I

Brotherson

$0.68
$0.14 _g

I

a
z
I

$16.21
$2.70

$40.87
$40.87

Kennedy

$51 .34

Kennedy

$92.18 $218.84
$485.15 $41426

$10.24 $161.70
$47.99 $357.12 u

a$1.58
$15.92

|Kennedy
$9.45 $480.05

$34. 16 $1 ,807.55
er

Recurring
Per Mile Nonrecurring

a

4

Kennedy

II

Recurring
Fixed

$33.05
$33.33
$33.81
$33.78

$1 .se
$1 .26
$2.28
$1.19

Kennedy

$33.05
$33.33
$33.81

Kennedy

Kennedy
$21028 $65.55

Over 8 to 25 Miles $213.45 $20.30

ARIZONA RATES
Arizona Corporation Commission

Docket No. T_00000A-00-0194
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Exhibit MA-lA April 16. 200 I
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RecurringI Nonrecurring Witness

Over 25 to 50 Miles
$207.61
$196.74 $25.43

$17.49

Kennedy

$207.61

Recurring Nonrecurring
7.6 Multiplexing

7.6.1 DS3 to DS1 per system $246.64
7.6.2 DS3 to DS1 per subsequent channel $267.45

7.7 Trunk Nonrecurring Charge
DS1 - First Trunk7.7.1 $353.67

Kennedy

DS1 - Each Additional Trunk

DS3 - First Trunk7.7.2
DS3 - Each Additional Trunk

$5.90

$360.45
$12.69

7.7.3 DS1 Trunk Rearrangement
First Trunk $176.84
Each Additional Trunk $2.95

7.7.4 DS3 Trunk Rearrangement
First Trunk $180.23
Each Additional Trunk $6.35

7.8 Local Traffic
7.8.1 End office call termination, per minute of use $0.002207
7.8.2 Tandem Switched Transport

J

z

I
Kennedyi

7.8.2.1 Tandem Switching, per Minute of Use $0.001653

Recurring
Fixed

Recurring
Per Mile Non recurring

7.8.2.2 Tandem Transmission I
0 to 8 Miles $0.000485 $0.0000454

$0.0004948 to 25 Miles $0.0000227 I

25 to 50 Miles $0_000477 $0.0000117 I
I

Over 50 Miles $0.000461 $0.0000042

7.9 Miscellaneous Charges Kennedy
7.9.1 Cancellation Charge (LIS Trunks) Qwest's Arizona Switched Access Tariff

Section 5.2.3 + LIS Nonrecurrinq Charqes
7.9.2 Expedite Charge (LIS Trunks) Qwest's Arizona Switched Access Tariff

Section 5.2.2 + LIS Nonrecurring Charges
cB* .- See SGAT Section 19.07.9.3 Construction Charges

lntraLATA Toll Traffic7.10 Qwest's Arizona Switched Access Tariff

Transit Traffic7.11
Local Transit7.11.1 See Tandem Switching and Tandem

Transmission Rates Above.
Local Transit Assumed Mileage 9 Miles

7.11.2 IntraLATATolI Qwest's Arizona Switched Access Tariff
IntraLATA Toll Assumed Mileage 9 Miles

7.11.3 Jointlv Provided Switched Access Qwest's Arizona Switched Access Tariff
7.11.4 Cateqo 11 Mechanized Record Charge

Per Record $0.001819

Kennedy

Kennedy

Kennedy

Kennedy
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E RecurringI Nonrecurring Witness

8.0 Collocation
8.1 All Collocation I

I

Kennedy

Standard - Per Fiber $15.17 $1 ,232.89

Kennedy

p
Kennedy

Cross-Connect - Per Fiber
Express Per Cable

8.1.2 Cable Splicing
Fiber - Per Set-Up
Per Fiber Spliced

$22.75 $1 ,658.09
$240.26 $8,783.09

$474.74
$37.95

8.1.3 -48 Volt DC Power Usage, per Ampere, per Month
Power Plant, per Amp $1 1 .36
Power Usage Less Than 60 Amps, per Amp $3.69
Power Usage More Than 60 Amps, per Amp $7.37

8.1.4 AC Power Feed (Backup Power
8.1 .4.1 AC Power Feed - per Amp, per Month

Kennedy

Kennedy

120 Volt $19.26
208 Volt, Single Phase $33.38
208 Volt, Three Phase $57.75
240 Volt, Single Phase $38.52
240 Volt, Three Phase $66.64
480 Volt, Three Phase $133.28

8.1 .42 AC Power Cable - per Foot, per Month Kennedy
20 Amp, Single Phase S0.0146 $7.98

$0.0181 $9.90
$0_0157 $8.6130 Amp, Single Phase

30 Amp, Three Phase $0.0216 $11.82
40 Amp, Sinqle Phase $0,0185 $10.12
40 Amp, Three Phase 80.0254 $13.93
50 Amp, Single Phase $0_0219 $12.01
50 Amp, Three Phase $0.0306 $16.76 1

60 Amp, Single Phase $0.0248 $13.58
I

60 Amp, Three Phase $0_0352 $19.29
100 Amp, Single Phase $0.0307 S16.81
100 Amp, Three Phase $0.0479 $26.24

a

I .

V

n
Kennedv8.1.5 Inspector Labor, per Half Hour

Regular Business Hours
Outside Reqular Business Hours (3 hr. Minimum)

Interconnection Tie Pairs ITS8.1.6
Per DS1
Per DS3

8.1.7 Channel Reqeneration
DS1 Regeneration
DS8 Reqeneration

Collocation Terminations8.1.8
8.1.8.1 DSO

$31.18

iI
!

1

$38.96

S1.58
$15.92

$9.45 $480.05
$34. 16 $1,807.55

Kennedy

I
Kennedy1

I

iI
1

Kennedy

Kennedy

ICable Placement per 100 Pair Block, OR
I $05701 $243.35

Cable Placement per Termination $0.0107 $4.57

ARIZONA RATES
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i Recurring Nonrecurring Witness

Cable per 100 Pair Block, OR
I
I
I

I

I

$0.7333 $313.03
350.0100 $4.29

$1 .2786 $545.80
80.0175 $7.48

$05913 $252.40

Blocks per 100 Pair Block, OR
Blocks per Termination

8.1.8.2 DS1
Cable Placement per 28 DS1 s, OR I
Cable Placement per Termination

Cable per Termination

Block Placement Per 100 Pair Block, OR
Block Placement per Termination 80.0081 $3.46

80.7386 $404.75
$0_0794 $43.52

$0.6594 $361 .38
$0.0709 $38.85

I

1
i
\1

i

\

n

Kennedy

Cable per 28 DS1 s, OR

Panel per 28 DS1s , OR I $0.7525 $412.86
Panel per Termination I $0.0908 $49.78

I
IPanel Placement per 28 DS1 s, OR I $0.1576 $86.36

Panel Placement per Termination $5.0169 $ 9.29
8.1.8.3 DSS I

Cable Placement per Termination I 30.3007 $164.79

I

Kennedv

I
I

Kennedv

Cable per Termination

Panel/Connector Placement per
Termination

Card Access Per employee, per Office

I $0.4258 $233.36
Panel/Connector per Termination I

I

I
r
I
I

$0.4388 $240.45

$0.0453 $24.81

$0.87
$8.07

$7.70

8.1.9 Security
Access Card per Employee

Kennedy8.1 .10 Central Office Clock Synchronization
Synchronization .- Composite Clock, per Port

I
8.1.11 Space Availabili Report I

Per Office $333.55
Kennedy

8.1.12 Space Reservation

8.1.13 Space Option

8.2 Virtual Collocation
8.2.1 Quote Preparation Fee

8.2.2 Maintenance Labor, per Half Hour
Regular Hours Rate
After Hours Rate

8.2.3 Training Labor, per Half Hour
Regular Hours Rate

25% of
Collocation

Charge

Under
Development

$4,380.68

$27.97
$37.43

$27.97

I
I
I

a
I
I
I

I
I
I

Kennedy
Kennedv

Kennedy

Kennedy

Kennedy I8.2.4 Equipment Bay -recurring, per Shelf $3.75I
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Recurring Nonreeurring Witness

n
1

Kennedy I
$30.18
$38.96

Kennedy
$31 .89
$41 .07

$3.96

Regular Hours Rate
After Hours Rate

8.2.6 Installation Labor, per Half Hour
Regular Hours Rate
After Hours Rate

8.2.7 Floor Space Lease, per Square Foot

-48 Volt DC Power Cables8.2.8
20 A Power Feed, per feed
30 A Power Feed, per feed
40 A Power Feed, per feed
60 A Power Feed, per feed

8.3 Cageless Collocation
8.8.1 Quotation Preparation Fee

8.3.2 Space Construction (Standard 40 Amp Power Feed
2 Bays and 1 - 40 Amp Power Feed
Adjustment for 20 Amp Initial Power Feed

Kennedy

$10.09 $5,528.47
$11.53 $6,316.35
$14.06 $7,706.09
$17.54 $9,613.92

$4,380.68

$54.42 $29,823.10
$3.97 ($2,177.62

Kennedy

Kennedy
Kennedy

Kennedy

-($2.54 $1 ,389.75
Included in Space Construction

$3.48 $1 ,907.82Adjustment for 60 Amp Initial Power Feed
Adjustment for Each Additional Bay $5.52 $3,024.83
Adjustment for Each Additional 20 Amp Power Feed $10.09 $5,528.47
Adjustment for Each Additional 30 Amp Power Feed
Adjustment for Each Additional 40 Amp Power Feed

$11,53 $6,316.35
$14.06 $7,708.09

Adjustment for Each Additional 60 Amp Power Feed $17.54 $9,613.92

8.3.3 Floor Space Lease - Per Square Foot $3.96

8.4 Caged Collocation
8.4.1 Quotation preparation Fee $4,763.06

Kennedyt

i
Kennedy
Kennedy

8.4.2 Space Construction Standard 60 Amp Power Feed Kennedy I:
Caqe- Up to 100 Sq. Ft $94.80 $51 ,675.14
Cage- 101- 200 Sq- Ft $97.85 $53,623.79

FCage- 201- 300 Sq- Ft $100.62 $55,139.10
Cage- 301- 400 SQ- Ft $104.08 $57,038.08

I
l

Adjustment for 20A Initial Power Feed $15.41 $8,444.49 .i
Adjustment for 30A Initial Power Feed (314.03 $7,687.98
Adjustment for 40A Initial Power Feed ($11.14 86,106.39
Adjustment for 60A Initial Power Feed Included in Space Construction
Adjustment for 100A Initial Power Feed $17.06 $9,348.19
Adjustment for 200A Initial Power Feed $54.46 $29,843.97
Adjustment for 300A Initial Power Feed $99.92 $54,756.39

$153.68 $84,219.54

\

I
1
l

1

i
l

1

44
1

4

Each Additional 20A Power Feed $12.73 $6,973.86
Each Additional 30A Power Feed $14.11 $7,730.36
Each Additional 40A Power Feed $16.99 $9,311.95
Each Additional 60A Power Feed $28.14 $15,418.34
Each Additional 100A Power Feed $45.19 $24,766.54

$82.59Each Additional 200A Power Feed $45,262.31
Each Additional 300A Power Feed $128.05 $70,174.74
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H
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I Recurring Nonrecurring Witness
Each Additional 400A Power Feed

8.4.3 Floor Space Lease, per Square Foot

8.4.4 Grounding

$181.82 $99,637,89
5

$3.96 KennedyuI
Kennedy

$00230 $12.59
$0.0382 $20.96
$0.0435 $23.81 i

t
I

$0.0603 $33.04
$0.0672 $36.81

+

1/0 AWG - per Foot

500 kcal - per Foot
i
r
l

l

750 kcal - per Foot

8.5 ICDF Collocation

8.6 Adjacent Collocation

8.7 Remote Collocation and Adjacent Remote Collocation

8.8 CLEC-to-CLEC Connections
8.8.1 Design Engineering & Installation - No Cables

4/0 AWG - per Foot
350 kcal - per Foot

$0.1029 $56.40

See Note 1

1c3° loB'

ICE* 1cB°

$1 ,353.22

5
*i
I

Kennedy

I

Kennedy

Kennedy

Kennedy

Kennedv
Kennedy

8.8.2 Cable Racking (Per Foot)
DSO 80.17316
DS1 $0. 18388
DS8 $0.15906

Kennedy

8.8.3 Virtual Connections No Cables
DSO (Per 100 Connections
DS1 (Per 28 Connections
DS3 (Per 1 Connection)

Kennedy
$223.03
$101.73

$8.80

Cable Hole8.8.4 $425.99 Kennedy i
I
:

8.8.5 CLEC to CLEC Cross-Connection $255.25 Kennedy

I

v
4

$0.51

Kennedy
Kennedy

9.0 Unbundled Network Elements (UnEs)

DSO
9.1 Interconnection Tie Pairs ITS - Per Termination

DS1 $1 .58
I

DSS $15.92

9.2 Unbundled Loops
9.2.1 Analoq Loops 4

Kennedy
Kennedv

2-Wire Voice Grade a

E

Zone 1
Zone 2
Zone 3

4-Wire Voice Grade
Zone 1
Zone 2

$23.07
$28.64
$42.14

$46.63
$57.76

I

i
l

'I

l
l

l

Kennedy

$84.76

9.2.2 Non-Loaded Loops
2-Wire Non-loaded Loop
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Recurring Nonrecurring Witness
Zone 1

I $23. 07
Zone 2 $28. 64
Zone 3

I $42. 14
I
!

4-Wire Non~loaded Loop
i

I
I $46. 63 1

Zone 2 I

L $57.76
Zone 8

| $84. 76
!

c9.2.3 Condi t ioning -  Cable Unloaden Br idqe Tap Removal $649. 98 Kennedy
I

9.2.4 Digi tal  Capable Loops K ennedy
9.2.4.1 Bas ic  Rate ISDN Capable Loop/xDSL-I /ADSL

Zone 1
I $23. 07

Zone 2 I $28. 64
Zone 3 $42. 14

i9 . 2 . 4 . 2  DS 1  Capab l e  Loop
Zone 1

|
I $89. 89

Zone 2 $90. 46
Zone 3 I

$100. 30

K ennedy

I

Kennedv 4
Zone 1 I

I $954 . 79
I

$967.83
! $1,189.60
i

9.2.5 2-Wi re Emers ion Technoloqy I $5.93 K ennedy

Zone 2
Zone 3

9.2.6 DSO Basic Instal lat ion-2/4 Wire
Firs t  Loop $87. 91
Each Addi t ional  Loop i

I $75 . 74
I

i

K ennedyK ennedy

Firs t  Loop $191. 45
$137 . 36 r

Coordinated Instal lat ion wi th Cooperat ive Test ing
Firs t  Loop $231 .24
Each Addi t ional  Analog Loop $137 . 36

Firs t  Loop $94. 96
Each Addi t ional  Loop $82 . 79

Basic Instal lat ion with Cooperat ive Test ing

4

Coordinated Ins tal lat ion wi thout  Cooperat ive Test ing

EFirst  Loop $191. 45
Each Addi t ional  Loop $137 . 36 a

9.2.7 DS1 Loop Ins tal lat ion Charges
I,Basic Instal lat ion

Kennedy

First  Loop I

I

F

Each Addi t ional  Loop
$143 . 52
$110. 31

I.Basic Instal lat ion with Performance Test inq
First  Loop $276 . 96

I
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I
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Basic  Instal lat ion with Performance Test ing
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I

I

r
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Recurring Nonrecurring Witness
Each Additional Loop $202.83 1

Coordinated Installation with Cooperative Testing
First Loop $316.75
Each Additional Analog Loop $202.83

Coordinated Installation without Cooperative Testing
First Loop $152.59
Each Additional Loop $119.37

Basic Installation with Cooperative Testing
First Loop $276.96
Each Additional Loop $202.88

4

Kennedy
Basic Installation
First Loop $143.52
Each Additional Loop $110.31

Basic Installation with Performance Testinq
First Loop $276.96
Each Additional Loop $202.83

Coordinated Installation with Cooperative Testing
First Loop $316.75
Each Additional Analog Loop $202.83

Coordinated Installation without Cooperative Testing
First Loop $152.59
Each Additional Loop $119.37

FBasic Installation with Cooperative Testing
$276.96

Each Additional Loop $202.83

9.3 Subloop
9.3.1 Distribution Loop

Installation 2/4 wire, First $120.90
Each Additional $55.26

2-Wire Analog / Non Loaded
Each Additional L
Zone 1 $15.85
Zone 2 $21.57
Zone 3 $35.23

4-Wire Analog / Non Loaded
Each Additional II

Zone 1 $31 .70

5

Kennedy
W
l

l

i

|

y

r

r

I

I

i

i

I
.

I

i

I

I1IKennedy

Zone 2

9.3.2 lntrabuildinq Cable Loop, Per Pair

$43.14
$70.46

E
l
I

i

$1.24 Kennedy
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Recurring Nonrecurring Witness
DS1 Capable Feeder Loops9.3.3

First Loop
Each Additional Loop

Zone 1
Zone 2
Zone 3

Kennedy '
$292.08
$218.54

$77.43
$78.01

$87.85

Kennedy

Broil I
Albersheim

Brohl/Overton
Brohl/Overton

Field Connection Point9.3.4
Feasibility Fee/Quote Preparation Fee $11631.67
Construction Fee cB"

s9.4 Line Sharing
Shared Loop, per Loop9.4.1 S5.o0 $37.54
OSS .- Per Line .- Per Month9.4.2 $2.74

9.4.3 Reclassification Charge ICE*
POTS Splitter Options9.4.4

9.4.4.1 Splitter in the Common Area
Data to 410 Block $8.57 $3,175.97
Data Direct to CLEC $8.99 $3,333.21

9.4.4.2 Splitter on the IF
Data to 410 Block $2.73 $1,010.84
Data Direct to CLEC $5.11 $1,892.82

9.4.4.3 Splitter on the MDF
Data to 410 Block $2.81 $1,039.82
Data Direct to CLEC $6.03 $2,233.08

Kennedy

Bro fl

Bro fl

9.4.5 Additional Testing See Misc Charges Section 9.2.7
9.4.6 Splitter Shelf Charge $6.63 $531 .91
9.4.7 POTS Splitter Charge - Per Splitter Pass through Charge to CLEC
9.4.8 Engineering $1274.63

$1.44 $68.49I
4

Recurring
Fixed

Recurring
Per Mile Nonrecurring 1

Kennedv9.6 Unbundled Dedicated Interoffice Transport UDIT

9.6.1 DSO UDIT $306.61
Over O to 8 Miles $20.93 $0.14

Kennedy

Kennedy

$20.95 $0.12
$20.99 $0.13
$20.94 $0.06

Over 25 to 50 Miles
Over 50 Miles

DS1 UDIT9.6.2 $351 .39
Over 0 to 8 Miles $33.05 $1 .56 I
Over 8 to 25 Miles $33.33 $1 .26
Over 25 to 50 Miles $33.81 $2.28
Over 50 Miles $38.78 $1.19

9.6.3 DS3 UDIT $351 .39
Over 0 to 8 Miles $210.28

$213.45
$65.55

Over 8 to 25 Miles $20.30
Over 25 to 50 Miles $196.74 $25.43
Over 50 Miles $207.61 $17.49

9.6.4 OC-3 UDIT
$794.64

$351 .39
Over 0 to 8 Miles $252.46

Kennedy

Kennedy
I
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4
Recurring Nonrecurring Witness

Over 8 to 25 Miles $801 .21 $67.90
Over 25 to 50 Miles $765.56 $92.37
Over 50 Miles $788.37 $57.09

9.6.5 OC-12 UDIT $351 .39 Kennedy

Kennedy

Kennedy
$2,247.68 $87.64

Over 8 to 25 Miles $2,247.68 $85.54
Over 25 to 50 Miles $2,247.68 $98.38
Over 50 Miles $2,247.68 $115.44

Above OC-12 UDIT9.6.6 ICE* cB' I c e
Recurring Nonrecurring

Kennedv

Kennedy
9.6.7 Extended Unbundled Dedicated Interoffice

Transport
DS1 E-UDIT $59.13 $409.62

$335.36 $409.62
OC-3 E-UDIT $734.07 $409.62
OC-12 E-UDIT $1 ,377.93 $409.62
Above oc-12 E-UDIT cB' I c e

DSO UDIT Low Side Ohannelization9.6.8
Low Side Channel Performance $13.90

Kennedy

Low Side Channel Performance With Multiplexing

9.6.9 Multiplexing
DSS to Ds1
DS1 to DSO
UDIT M1-3 Multiplexinq

$8.87

$246.64
$229.32

$2,558.27
UDIT MI-0 Multiplexing Hiqh Side $272.49
UDIT M1-0 Multiplexing Low Side $8.87 $238.79

9.6.10 UDIT Rearrangement Kennedy
DSO Single Office $175.49 I

4DSO Dual Office $218.11
$237.35

I

$264.86

9.7 Unbundled Dark Fiber (UDF) Kennedy
9.7.1 Single Strand increments (Available May 31, 2001 ) Under

Development
Under

Development
Under

Development

Kennedy9.7.2 Initial Records In qui ( I I I )
Simple $158.80 y
Complex $202.48

9.7.3 Field Verification and Quote Preparation (FVQP) $1 ,478.86

9.7.4 Field Verification Under
Development Kennedy

KennedyUDF-IOF9.7.5
Order Charge, Per Pair, Per Route, Per Order $561.17

Each Additional, Per Pr, Same Route $270.70
Termination-Wire Center- 2 Per Pair $7.57
Fiber Transport, per Mile $88.52

High Capaci Sinqle Office
High Capaci Dual Office

Kennedy

Kennedy
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Recurring Nonrecurring Witness !.
Cross Connect, 2 per Pair $4.20 $21 .46

9.7.6 UDF-Loop Charges Kennedy I
Order Charge, Per Pair, Per Route, Per Order $561.17

Each Additional, Per Pr, Same Route $270.70
Termination at Wire Center, 2 per Pair
Termination at Premise, 2 per Pair

$7.84
$6.97

UDF Loop - Per Fiber Loop $122.02
Fiber Cross-Connect, per Pair $4.20 $21 .46

I

l

Broil

I

Kennedy

I

Extended Dark Fiber E-UDF9.7.7
Order Charge, Per Pair, Per Route, Per Order

Each Additional, Per Pr, Same Route
Termination at Wire Center, 2 per Pair

$561.17
$270.70

$7.84
Termination at Premise, 2 per Pair $6.97
E-UDF Fiber- per Pair $122.02
Fiber Cross-Connect, per Pair $4.20 $21 .46

Per Minute of Use $0.001573

9.9 Unbundled Customer Controlled Rearrangement Element
(UCCRE)
9.9.1 Ds1 Port 1cB° ICE*

Bro fl

9.9.2 DS3 Port
9.9.3 Dial Up Access

9.9.4 Attendant Access
Virtual Ports9.9.5

loB' 1cB~'

l0B3 :CBS
l0B° ICE*
ICE* ICE*

Broil

I

9.10 Local Tandem Switching
9.10.1 DS1 Local Messaqe Trunk Port .- Per Order $59.28 $219.99
9.10.2 DS1 Trunk Group - First Trunk - Per Order $210.14

$24.38
9.10.4 Per Minute of Use $0.002453 I

*I
9.11 Local Switching Bro fl

$1 .33 $144.93 Bro fl
Bro fl9.11.2 Each Additional Port $1 .33 $95.34

9.11.3 Local Usage, per Minute of Use $0.002684

Bro fl

Bro fl

Bro fl
$0.08
$7.56 $79.66
$0.08 $1.15
$0.13 $1.01
$3.25 $238.25

I:10XXX Direct Dialed Blocking
Account Codes - per system
Attendant Access Line - per station line
Audible Message Waitinq
Authorization Codes - per system

rAuto Callback $0.08 I

Automatic Line

wCommon Equip. perAutomatic Route Selection
system
Blockinq of pay per call services
Bridging

$0.07 $0.34 r

$2.20 $2,090.41

$0.10
$0.07

Call Drop I $0.07 $0.34
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9.11.1 Analog Line Side Port. First Port

9.11.4 Vertical Features I
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m Recurring Nonrecurring Witness

Call Exclusion - Automatic
Call Exclusion - Manual
Call Forward Don't Answer - All Calls
Call Forwarding Incoming Only
Call Forwarding Intra Group Only
Call Forwarding Variable Remote

.
I

I

I
.

|

$0.07 $1.01
$0.07 $0.67
$0.13
$0.08
$0.08
$0.11
$0.09
$0.o9
$0.15
$0.09
$0.15

I

I

I
1

i
I

.
I

I

I

Call Forwarding: Busy Line (External)
Call Forwarding: Busy Line (External) Don't Answer
Call Forwarding: Busy Line (Overflow)
Call Forwarding: Busy Line (Overflow) Don't Answer
Call Forwarding: Busy Line (Programmable)
Call Forwarding: Busy Line/Don't Answer
Programmable Svc. Establishment

I

I
I

$0.10
I

$15.59

ICF DON'TANSWER/CF BUSY CUSTOMER
PROGRAMMABLE - PER LINE $1.01

Call Forwarding: Busy Line/Don't Answer
(Expanded) $0.15 $37.75

$0.13 $87.75
Call Forwarding: Don't Answer (Expanded) $0.13
Call Forwarding: Don't Answer (Programmable) $0.13
Call Forwarding: Variable $0.10
Call Forwarding: Variable - no call complete option $0.10
Call Hold $0.08
Call Hold/3-Way/Call Transfer $0.33
Call Park (Basic - Store 8< Retrieve) $0.09
Call Pickup $0.08
Call Transfer $0.33
Call Waiting Dial Originating $0.08
Call Waiting Indication - per timing state $0.47 $1.01
Call Waiting Originating $0.09

iCall Waiting Terminating - All Calls $0.12
$0.12Call Waiting Terminating - Incoming Only

•Call Waitin Cancel Call Waiting $0.14 I
CENTREX COMMON EQUIPMENT $1200.97
Centrex Management System (CMS) $0.60
Centrex Plus DID numbers per number

Centrex Plus to IC Carrier

$0.12 I
.

$5.49 8

l

$5.49
9Centrex Plus to PBX/Key Blocked $5.49

Centrex Plus to PBX/Key Non-Blocked
CFBL - All Calls
CFBL - Incoming Only
CFDA lncominq Only
CLASS - Anonymous Call Rejection

E

r

I

E
l

$5.49
$0.09
$0.09 $37.75
$0.08 $37.75
$0.34
$0.11
$0.43
$0.10
$0.35
$0.30 $1 .26
$0.10 $1 .26
$0.19 $1 .to
$O,17 $1 .26

I

I

CFDA Incoming Only

CLASS - Call Waiting ID
CLASS Calling Name & Number
CLASS - Calling Number Delive
CLASS - Calling Number Delive - Blocking
CLASS - Continuous Redial
CLASS - Last Call Return
CLASS - Priori Calling
CLASS - Selective Call Forwarding
CLASS - Selective Call Rejection $0.23 $1.20
Common Equipment per 1.544 Mbps facility (DS1 ) $60.34

s14.60 $42.29
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l Recurring Nonrecurring Witness
Conference Calling - Preset I

310.68 $42.29
•Custom Ringing First Line Short/Lon Short $0.09

Custom Ringing First Line (Short/Short $0.09
Custom Ringing First Line Short/Short/Lonq $0.09
Custom Ringing Second Line Short/Lonq/Short $0.09
Custom Ringing Second Line Short/Short $0.09
Custom Ringing Second Line Short/Short/Lonq $0.09

•Custom Rinqinq Third Line Short/Lon Short $0.08
Custom Ringing Third Line ShorVShort $0.08
Custom Rinqinq Third Line Short/ShorVLonq $0.08
Data Call Protection (DMS 100) $0.07
Dir Sta Sel/Busy Lamp Fld per arrangement $1.83 $0.34
Directed Call Pickup with Barge-in $0.18 $20.08
Directed Call Pickup without Barqe~in $0.10 $20.08
Distinctive Ring/Distinctive Call Waitinq $0.09 $40.14

I

l
Ir

l
y

I
I

i

I
4
E

i
1

I

$0.09

r

EBS - Set Interface - per station line $1.44
Executive Busy Overide $0.08
Expensive Route Warninq Tone- per system
Facility Restriction Level - per system
Feature Display

I
i
l

$0.07 $71 .60
$0.07 $44.05
$0.075

1

I

$0.16 $0.45
$0.13 $1.01
$0.27
$0.23 .$38.42
$0.27
$3.20 $38.42
$1.14 $40.57
$0.08
$0.09
$0.58 $1.69

Hot Line - per line
Hunting: Multiposition Circular Hunting
Hunting: Multiposition Hunt Queuinq
Hunting: Multiposition Series Huntinq
Hunting: Multiposition with Announcement in Queue
Hunting: Multiposition with Music in Queue
Incoming Calls Barred
International Direct Dial Blocking
ISDN Short Hunt
Line Side Answer Supervision $0.09
Loudspeaker Paging - per trunk group $21 .96 $175.77
Make Busy Arrangements - per group $0.36 $0.67
Make Busy Arranqements - per line $0.15 $0.67
Message Center - per main station line $0.07 $0.34
Message Waitinq Indication AudibleNisual $0.13 r

Message Waiting Visual $0.13 $0.34 H
Music On Hold - per system $22.87 $23.03 i

Network Speed Call $0.07

~l
g

J

$0.08
iOutgoing Calls Barred $0.08

Outgoing Trunk Queuing $0.13
Privacy Release $0.08 $0.47
Query Time $0.25 $0.34
Speed Calling 1 Digit Controller $0.08

$0.08
$0.08
$0.08

Speed Callinq 2 Digit User $0.08
Speed Callinq 2# List Individual $0.08
Speed Callinq 30 Number $0.08
Speed Callinq 8 Number $0.08
Station Camp-On Service - per main station $8.51 II0.34
Station Dial Conferencinq 6 Way $1.71
Station Message Detail Recording (SMDR $0.18

Speed Callinq 1 Digit User
Speed Callinq 1# List Individual
Speed Calling 2 Digit Controller

I
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Recurring WitnessNonrecurring I

T h r e e  Wa  Ca l l i n g $0 . 33
Time and Date Display $0 . 18
Time of  Day Cont rol  for ARS - per sys tem $0 . o7 $125. 28
T ime of  Day  NCOS Update $0 . 08 $0 . 54
Time of  Day Rout ing - per l ine $0 . 13 $0. 51
Tol l  Restric t ion Serv ice $0 . 08

$0 . 08
Trunk Veri f icat ion f rom Des ignated Stat ion $ 0 . 0 7 $0 . 39
UCD in hunt  group - per l ine $8 . 23 $0 . 67
UCD wi th Mus ic  Af ter Delav $5 . 45 1
CMS -  SYSTEM ESTABLISHMENT -  INIT IAL
INSTALLATION $967 . 37

I

I

CMS -  SYSTEM ESTABLISHMENT -
S UB S E QUE NT I NS TA LLA T I ON $483 . 69

CMS .  PACKET CONTROL CAPABILITY,  PEFI
S Y S T E M $483 . 69

SMDR-P . .  SERVICE ESTABLISHMENT CHARGE,
INITIAL INSTALLATION $337.82

S MDR-P  -  A RCHI V E D DA TA $176 . 52
CLASS- Cal l  Trace (per Occurrence $2 . 40

9.11.5 Subsequent  Order  Charqe $13. 51 Bro f l

9.11.6 Digi tal  Line Side Port  (Support inq BRI  ISDN)
Firs t  Port  and Each Addit ional $11 . 19 $218.41 Bro f l

9.1 1 .6 DSO Analog Trunk Port Bro fl
Firs t  Pop S16.98 $12258
Each Addi t ional $16. 98 $28. 45

9.11.7 Digi tal  Trunk Ports Bro f l
DS1 Local  Message Trunk  Port $59 . 28
Message Trunk  Group -  F i rs t  Trunk $208. 23
Messaqe Trunk  Group -  Each Addi t ional $50. 62
DS1 PRI  ISDN Trunk  Port $238 . 22 $645 . 72
DS1/DID Trunk  Port $3 . 52 $211. 81

+

9.12 C u s t o m i z e d Rout i ng Bro f l
9.12.1 Development  of  Cus tom Line Class  Code -

Directory  Ass is tance or Operator Serv ices
Rout inq Only

:CBS
;
i
I

ii

l

4
4

9.12.2 Ins tal lat ion Charge,  per Swi tch - Di rec tory
Ass is tance or Operator Serv ice Rout ine Onlv IcB3

9.12.3 Al l  Other Custom Rout inq 1cB° cB

•9.13 C o m m o n C h a n n e l  S i g n a l i n  S S 7
9.13.1 CCSAC STP Port $260 . 09 $438 . 36
9.13.2 CCSAC Opt ions  Ac t ivat ion Charge

l9.13.2.1 Bas ic  Trans lat ions
First  Act ivat ion,  per Order $114. 83
Each Addi t ional  Act ivat ion,  per Order $9 . 53 i9.13.22 CCSAC Opt ions  Database Trans lat ions
Firs t  Act ivat ion per Order $133 . 90
Each Addi t ional  Act ivat ion per Order $57 . 20

9.13.3 Signal  Formulat ion,  ISUP,  Per Cal l  Set -Up Request $0 . 0020817
I9.13.4 S i  pa l  T ranspor t ,  ISUP,  Per  Cal l  Set -U Reques t $0 . 0013398

Bro f l
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Recurring Nonrecurring Witness
9.13.5 Si  pal  Transport ,  TCAP,  per Data Reques t
9.13.6 Signal  Switching,  ISUP,  Per Cal l  Set -Up Request

I

I

I

$0. 0002974 I

$0. 0009411
$0. 0005910 l

I

Bro f l
1cB° r

lcB4 ICE*
lcB~'

Broil
No Charge

9.13.7 Signal  Swi tching,  TCAP,  Per Data Request

9.14 A d v a n c e d  I n t e l l i ge n t  Ne t wo r k  A I N
9.14.1 A IN Cus tomized Serv ices  ACS
9.14.2 AIN P lat form Access  APA
9.14.3 AIN Que Proc es s ing,  perQue

Line In for mation Database L IDB9.15
9.15.1 UDB Storage
9.15.2 Line Val idat ion Adminis t rat ion System Access

(LVAS) :CBS

9.15.2.1 LIDB Line Record Ini t ial  Load
9.15.2.1.1 Up to 20,000 Line Records $2,601 .00
9.15.2.1.2 Over 20,000 Line Records I CE*

9.15.22 Mechanized Serv ice Account  Update,  per
Addi t ion or Update Processed :CBS

9.15.2.3 Indiv idual  Line Record Audi t lcB°
9.15.2.4 Account  Group Audi t cB'
9.15.2.5 Expedi ted Request  Charge for Manual  Updates ICE '

9.15.3 LIDB Query  Serv ice,  per Que $0.0009621 S e e  9 . 1 3 . 2 2
9.15.4 Fraud Alert  Not i f icat ion, per Alert No  Charge

9.16.3 Cal l  Handl ing & Dest inat ion Feature

$. 02000723 S e e  9 . 1 3 . 2 2
8 0 0 0 0 0 0 5 7
$. 00000172

9.17 ICNAM,  Per  Quer y $0. 000849 S ee  9 . 13 . 22

9.18 Constr uction Char ges I CE* Kennedv
I

Miscel laneous Elements9.19 K ennedy
Addi t ional  Engineer ing -  Bas ic $31 .70

$39.21
IAddi t ional  Labor Ins tal lat ion - Overt ime $9. 01 I

Bro f l

Bro f l

9 .16 X X  Dat abas e Query  S erv i c e
B as i c  Que  ,  pe r  Que9.16.1

9.16.2 POTS Trans lat ion

Addi t ional  Labor Ins tal lat ion - Premium
Addi t ional  Labor  Other-  Bas ic
Addi t ional  Labor Other -  Overt ime
Addi t ional  Labor Other -  Premium
Tes t ing and Maintenance -  Bas ic 4|

I

Maintenance of  Serv ice . - Overt ime

Addi t ional  COOP Acceptance Test ing . - Bas ic
Addi t ional  COOP Acceptance Tes t inq -  Overt ime
Addi t ional  COOP Acceptance Tes t inq -  Premium
NonScheduled COOP Tes t inq -  Bas ic
NonScheduled COOP Tes t inq -  Overt ime
NonScheduled COOP Tes t inq -  P remium
NonScheduled Manual  Tes t ing -  Bas ic
NonScheduled Manual  Tes t ing -  Overt ime
NonScheduled Manual  Tes t inq -  P remium

n $18. 02
$27.63 J

I $36. 90
$46. 19
$29. 35
$39.21
$49. 06
$27. 63
$36. 90
$46. 19

I

I

I

I

!

i

I

Test ing and Maintenance . . .  Overt ime
Tes t ing and Maintenance -  Premium
Maintenance of  Serv ice -  Bas ic

W $29.35
$39.21
$49. 06
$29.35
$39.21 I

$49. 06
$29.35
$39.21
$49.06I

*
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I Recurring Nonrecurring Witness
Cooperative Scheduled Testing - Loss ll S0.08 I
Cooperative Scheduled Testing - C-Message Noise $0.08 E
Cooperative Scheduled Testing - Balance .|

$0.33 F
Cooperative Scheduled Testing .- Gain Slope l

H $0.08
Cooperative Scheduled Testing - C-Notched Noise ll

!| $0.08
Manual Scheduled Testing - Loss S0.17 I
Manual Scheduled Testing - C-Message Noise S0.17 I
Manual Scheduled Testing - Balance I

$0.66 L

Manual Scheduled Testing - Gain Slope l

3

$0.17
Manual Scheduled Testing - C-Notched Noise $0.17 I

Additional Dispatch S8423
Date Change $10.36
Design Change . I

$73.78
1Expedite Char e I. lcB°

Cancellation Charge it

1cB°
a
..

9.20 Channel Regeneration I Kennedy 5
DS1 Regeneration S9.45 $480.05
DS3 Regeneration

ll $34,148 $1 ,807.55
I

I

1

UNE Platform9.21
UNE-P Conversion9.21.1 Bro fl

I
I

9.21.1.1 UNE-P POTS, CENTREX, Analog PBX
Mechanized I

First I $0.68
Each Additional S0.14

I921,12 UNE-P POTS, CENTREX, PBX Manual
!First $16.21
IEach Additional $2.70

9921.1.3 UNE-P PBX DID Trunk, Existing Service I

First I $20.61
Each Additional $3.12

9.21.1.4 UNE-P ISDN BRI
First $15.09
Each Additional $3.12

9.21.1.5 UNE-P ISDN PRI, DSS per DS1 Fadli
I

$51.00
9.21.1.6 UNE-P ISDN PRI, DSS Trunk

First $18.77
Each Additional $3.12

9.21.2 UNE-P New Connection Bro fl
9.21.2.1 UNE-P POTS Mechanized

First $55.31
Each Additional $15.87

9,212.2 UNE-P POTS Manual
First $82.11
Each Additional $18.44

9.21.3 UnE-Combination Private Line Kennedy
Dso/Ds1/Ds3/ocn/Integrated T-1 Existing
Service $40.87

9.21.4 Enhanced Extended Loop EEL Kennedy
9.21.4.1 EEL Link Kennedy

DSO, First $249.10
DSO, Each Additional $217.86

[

4
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II Recurring Nonreeurring Witness
DS1, First $306.85

$261.17
DS3, First $331.21
DS3, Each Additional $285.53

Hecurring
Fixed

Recurring
Per Mile Nonrecurring

9.21.42 EEL Transport Kennedy
DSO Transport $306.61
DSO Over 0 to 8 Miles $20.93 $0.14
DSO Over 8 to 25 Miles $20,95 $0.12
DSO Over 25 to 50 Miles $20.99 $0.13
DSO Over 50 Miles $20.94 $0.06

DS1 Transport $351 .39
DS1 Over 0 to 8 Miles $33.05 $1.56
DS1 Over 8 to 25 Miles $33.33 $126
Ds1 Over 25 to 50 Miles $33.81 $2.28
DS1 Over 50 Miles $33.78 $1,19

DS3 Transport $351 .39
DS3 Over 0 to 8 Miles $210.28 $65.55
DS3 Over 8 to 25 Miles

I
$213.45 $20.30
$196,74 $25.43

II
|
I

DS3 Over 50 Miles

I
I
|
I
I

$207.61 $17.49

Kennedy
$229_32 $267.45
$246.64 $267.45

$257.04
$257.04

9.21.4.4 DSO Channel Performance Kennedy|
DSO Low Side Channelization $13.90

$8.87 $238.79

9.21 .4.5 Concentration Capability ICE* Kennedy

9.22 Unbundled Packet  Switching
9.22.1 Customer Channel $24.39

Customer Channel and Shared Distribution Loop $59.87
ICustomer Channel and Unbundled Distribution Loop $126.62

Customer Channel and CLEC Provided Loop $59.87
9.22.2 Unbundled Packet Switch Port DS3 Interface $216.14 $226.51
922.3 Unbundled Packet Switch Port DS1 Interface $140.24 $226.51
9.22.4 Unbundled Packet Switch DSLAM Functionality I

$21 .09

i
I
I

2
New York Method

10.2 Local Number Portability
LNP Queries10.2.1 See FCC Tarif f  #1 Section 20.3.1 8; 20.3.3

10.2.2 LNP Manaqed Cuts
Standard Manaqed Cuts per person per M hr

1

$27.31 o
Overtime Managed Cuts per person per % hr $35_43°

I

iPremium Managed Cuts per person per % hr $43.49°

9.21.4.3 Multiplexing
DS1 to DSO
DS3 to DS1
DS1 Transport Mux
DS3 Transport Mux

Kennedy

1

1

10.0 Ancillar Services
10.1 Interim Number Portability

Brotherson

I

!

I
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Recurring Nonrecurring Witness I
911/E91110.3

10 . 4  Wh i t e  P ages  D i rec t o ry  L i s t i ngs ,  F ac i l i t y  B as ed
P r o v i d e r s

10.4.1 Primary Lis t ing
10.4.2 Premium/Privacy Lis t ings

10.5 D i rec t o ry  A s s i s t anc e , Faci l i ty Based Providers
10.5.1 Local  Direc to Ass is tance,  Per Cal l
10.5.2 Nat ional  Directory Ass is tance,  per Cal l
10.5.3 Cal l  Branding,  Set - Up and Recording
10.5.4 Loading Brand /Per  Swi t ch
10.5.5 Cal l  Complet ion Link,  per cal l

Dir ecto Assistance List Information10.5
10.6.1 Ini t ial  Database Load,  per Lis t ing

a10.6.2 Reload of  Database, per Listen
10.6.3 Dai ly  Updates,  per Lis t ing
10.6.4 One-t ime Set -Up Fee,  per Hour
10.6.5 Media Charqes for Fi le Del ivery

10.6.5.1 E lec t ronic  Transmiss ion
10.6.5.2 Tapes (charges only  apply  i f  this  is  selected as

the normal del ivery  medium for dai ly  updates)
10.6.5.3 Shipping Charges (for tape del ivery)

10.7 Toll and Assistance Operator Services, Facility
Based Providers,

10.7.1 Opt i on  A  -  P e r  M es s age
Operator Handled Cal l ing Card
Machine Handled Cal l ing Card
Stat ion Cal l
Person Cal l
Connect  to Directory  Ass is tance
Busy  Line Very  ,  per Cal l
Busy Line Interrupt
Operator Ass is tance,  per Cal l

10.7.2 Opti on B -  Per Operator  Work  Second and
Computer Handled Cal ls

Operator Handled,  per Operator Work  Second
Machine Handled,  per Cal l

10.7.3 Cal l  Branding,  Set -Up & Recording
10.7.4 Loadinq Brand/Per Swi tch

10.8.3 ROW In qui Fee
10.8.4 ROW Document  P reparat ion

I

|N o  c h a r  e

r
No c harge
Ex c hange

Tari f f  Rate,
less

wholes a le
discount I

4
t

V*
i $0.342

80.385'
i$10,500.00"

$175.0044 I

80.085' I

I

I

$0 . 025"
$0.0204
$ 0 . 0 2 5 '

$ 8 2 2 2 2

s0.0010'

$30.002

loB*

$ 0 . 3 6 '
$0.464

I
I

1
1
1

h

I

I'

)

>

ll

|

$0.182 I
$0.84'
$2.05'
$0.552 I
$0.722 I

$0.872 I
I
I

I

1
$0.01812

$0.132
$1015002 Ii$1754

I

i
u

I
I

r

3q
$321 .59
$386. 56 F

i
$142. 86 E

$142. 86

10.8 Access to Poles, Ducts, Conduits and Rights of Way
10.8.1 Pole In qui Fee,  per Mi le
10.8.2 lnnerduct In qui Fee,  per Mi le

10.8.5 Field Veri f icat ion Fee,  per Pole u $35.72 I
I

10.8.6 Field Veri f icat ion Fee,  per Manhole !

I $464.31
10.8.7 Planner Veri f icat ion,  per Manhole

.
I $15. 93 1
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m Recurring Nonrecurring Witness

10.8.8 Manhole Verification Inspector, per Manhole $285.73
$428.5910.8.9 Manhole Make Ready Inspector, per Manhole

$4.s4'*10.8.10 Pole Attachment Fee, per Foot, per Year
$0.37"10.8.11 Innerduct Occupancy Fee, per Foot, per Year

10.8.12 Quitclaim Consideration, ROW

12.0 Operational Support Systems
80000761612.1 Daily Usage Record File, per Record

12.2 Trouble Isolation Charge Section 18,
Qwest Arizona
Exchange and
Network Svgs

Catalog

$2,400.0717.0 Bona Fide Request Process

Bro fl

yKennedy
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*

NOTES:
Unless otherwise indicated, all rates were proposed in Docket T-00000A-00-0194 on March 15, 2001 and April 16,
2001 .

[1] The charges for ICDF Collocation are the non-recurring and recurring charges associated with the unbundled network
elements or ancillary services ordered by CLEC, the cost of extending the unbundled network elements or ancillary
services to the demarcation point, which are recovered through the ITS charges and the Security charge

[2] Consistent with FCC orders, these rates are Market-Based.
[3] ICE, individual Case Basis
[4] Hates per FCC Guidelines.
[5] Rate not addressed in Docket T-00000A-00-0194
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1

2 Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS AND

POSITION WITH QWEST CORPORATION.

My name is Maureen Arnold. My business address is 3033 N 3rd St.,

Phoenix, Arizona. I am Director of Regulatory Affairs for Qwest

Corporation ("Qwest") for the state of Arizona.

HAVE YOU PREVIOUSLY FILED TESTIMONY IN THIS PROCEEDING?

Yes.

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of this testimony is to file a revised Exhibit MA-1 to reflect the

changes in the rates and elements being proposed in Ms. Teresa K.

Million's rebuttal testimony.

3

4

5

6

7

8

g Q.

10 A.

11

12

13

14 A.

15

16

17

18

19

Q. DOES THAT CONCLUDE YOUR TESTIMONY?

A.

A.

Yes.
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;~ I Rewiring Rum- Recurring WitnessI6.0 Resale
6.1 Wholesale Discount Rates

Basic Exchange Residence6.1.1

I

I

Recalling
FliedI

4.19%
9.41%

23_96°9
41.51%
6.44%

10.46%
7.00%

Gude
Gude
Gude
Gude
Gude
Gude
Gude

$0.68 Brotherson
S0.14 Brotherson

$16.28 Brotherson
$2.71 Brotherson

$41 .05 Brotherson
$41 .05 Brotherson
$51.57 Brotherson

$86.70 $219.79 * •Ken
$458.43 $416.07 Kennedy

$0.00 $0.00 Kennedy
$0.00 $0.00 Kennedv

Basic ExchanqeBusiness6.1.2
6.1.3 TOll

Listinqs. CO Features and Informational6.1.4 >.i s
Pm'aate Line6.1.5
Packaged/Special Services6.1.6

e.1 .7 Proposed Operator Services/DA

6.2 Customer Transfer Char (CTC
CTC for POTS Service,Mechanized8.2.1

First
Each Additional

CTC for POTS Sewioe. Manual6.2.2

First
Each Additional

6.2.3 CTC for Private Line Trans n Servicec •

First
Each Additional

CTC for Advanced Communications Semces6.2.4 _ _r circ It

7.0 Interconnection
1.1 Entrance Facilities

7.1.1 DS1
7.1.2 DS3

7.2 LIS EICT
EICT7.2.1

Per DS1
Per DS3

v4
4-

4
s J.n

-

Sr F4 r
4

~r

1.a Direct Trunlwed Transport
DS1 Over o to 8 Miles7.3.1
I • •

v • Ir
DS1 Over25 to 50 Miles
DS1 Over 50 Miles

7.3.2 DS3 Over o to 8 Miles
DS3 Over8 to 25 Miles
Asa Over25 to 50 Miles
DS3 Over soMiles

4

7.4 uumplmun§

H!¢llIl'in9 F~cr
um "°"°°""'lll9'

so.45
1.18

$1.12

$61.17
s18.78
$23.73
$16.34

a
|I

»Ken
4Ken

1Kan
0Kan
0Ken
»Kan

.

4

91.14
o

$31.88

$197.32
s2oo.as
s184.41
$194.79

-Kon
»Kan
4

K •

•Ken
uKen
•KT

Ksnnody

I

$232.15
$268.82

$855.22
$5.98

$62.08
$1275

50.002143

$0.0015a9

7.4 num
7.4.1 nssco DS1

osau>os1, Per Su».. 1 0-went I

7.5 Trunk Ncnnleunl e
7.5.1 DS1 unmnaee. nm Trunk
1.5.2 DS1 lntorllcl. Eada Addlhcnll T
7.5.3 ass unum. HM Tnpk
7.5.4 ass Intorllco. Eada Aadnianu Tel*

7.6 l.»¢al Tnlllc
End ollleo call tem\ina6on. r min1.s.1 » ¢

TandornSwltchedT7.6.2 - •n
7.6.2.1 TlndGm Swildlinq, run¢ 0 u

•

• c

s ¢4 I 1\1a1lrIII9.
n u n 1

nwnuuu
uh "°""?'""'U I

7.8.2.2 Tandem Transmission. per Mlnute of use. All
Mileage Bands

0l¢8Mil6S so.ooo4ss 5010000428
aw 2sm||es 50.000465 $0.0000212
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7.7 Miscellaneous Charqes
7.7_1 Cancellation Charge (Lls Trunks) Kennedy

7.7.2 Expedite Charge (LIS Trunks) Kennedy

7.7.3 Construction charges Kennedy

7.8 Transit Traffic
7.8.1 Exchange Service (EAS/Local) Transit

7.8.2 lntraLATA Toll

7.8.3 Jointly Provided Switched Access
7.8.4 Category 11 Mechanized Record Charqe, per Record Kennedy

8.0 Collocation
8.1 All Collocation

8.1.1 Collocation Entrance Facili , per fiber pair
Standard Shared per Fiber Kennedy
Cross Conned per Fiber Kennedy
Express per Cable Kennedy

a.1.2 Cable Splicing
Fiber - Per set-up Kennedv
Per fiber spliced Kennedy

8.1.3 -48 Volt DC Power Usage, per Ampere, per Month
Power Plant Kennedy
Power Usage Less Thanea Amps, per Amp Kennedy
Power UsageMore Than 60 Amps, per Amp Kennedy

8.1 .4 AC Power Feed (backups
8.1 .4.1 AC Power Feed - per Amp, per Month

120 V Kennedy
208 v, Sinqle Phase Kennedy
208 v, Three Phase Kennedy
240 v, Sinqle Phase Kennedy
240 v, Three Phase Kennedy
480 v, Three Phase Kennedv

8.1.4.2 AC Power Gable - per Food
20 Amp. Single Phase Kennedy
20 Amp, Three Phase Kennedy
30 Amp, Single Phase Kennedy
to Amp, Three Phase Kennedy
40 Amp, Single Phase Kennedy
40 Amp, Three Phase Kennedy
50 Amp, Single Phase Kennedy
50 Amp, Three Phase Kennedy
60 Amp, Single Phase Kennedy
60 Amp, Three Phase Kennedy
100 Amp, Single Phase Kennedy
too Amp, Three Phase Kennedy

8.1.5 Inspector Labor, per half hour
Reqular Hours Rate
After Hours Rate, minimum 3 hours $41.25

Collocation Terminations8.1.6

$0.000448 $0.0000109
$0.000433 $0.00000s9

r

Qwestls Arizona Switched Access Tariff Section 5.2.3
+ LIS NRC

Qwest's Arizona Switched Access Tariff Section 5.2.2
+ LIS NRC

ICE ICE

See Tandem Switching and Tandem Transmission
Rates Above

SMilesg
Qwest's Arizona Switched Access Tariff

Miles9
Qwesfs Arizona Switched Access Tariff

$0.001827

$16.01 $827.99
$15.17 $735.39

$278.84 $9,198.71

$476.82
$38. 12

$10.94
$3.70
$7.41

$19.03
$32.98
$57.08
$38.06
$85.84

$131.88

$0.0117 $8.02
$0.0145 $9.94
$0.0126 $8.64
$0.0173 $11.87
$0.0149 $10.16
$0.0204 $13.99
$0.0176 $12.06
$0.0246 $16.84
$0.0199 $13.63
$0.0283 $19.38
$0_0247 $18.88
$0.0385 $26.36

$32.03

DSO8,115.1

Cable Placement per 100 pair Block $0.48
Cable Placement per Termination $0.01
Cable per 100 Pair Block $0.62

$244.42 Kennedy
Kennedy
Kennedy

$244.42
$4.59

$314.40
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Cable per Termination $0.01 $4.31 KennedyBlocks per 100 Pair Block ¢$1 .o »$548.1 KennedyBlocks per Termination $0.01 $7.51 KennedyBlock Placement Per 100 Pair Block $0.5o $253.50 KennedyBlock Placement per Termination $0.01 $3.47 Kennedv

8.1.6.2 DS1
Cable Placement her 28 DS1s $0.59 $406.52 KennedyCable Placement per Termination $0.06 $43.71 KennedyCable per 28 DS1s $0.53 $362.96 KennedyCable per Termination $0.08 $39.03 KennedyPanel per 28 DS1 s $0.81 $414.16 KennedyPanel per Termination $0.07 $50.00 KennedyPanel Placement per 28 DS1s $0.13 $86.74 KennedyPanel Placement per Termination $0.01 $9.33 Kennedy

8.1.6.3 DS3
Cable Placement per Termination $0.24 $165.51 KennedyCable per Termination $0.34 $234.38 KennedyConnector per Termination $0.35 $241 .50 KennedyConnector Placement per Termination $0.04 $24.92 Kennedv

Security8.1.7

Access Card per Emplovee $0.86 KennedyCard Access per employee her • ice $7.90 KennedyCentral Office Securi Infrastructure ICE ICE Kennedy

Central Office Clock Synchronization8.1.8

Synchronization - Composite CI k Der P rt• I $7.42 Kennedy

Space Availabili Report, Per Office8.1.9
$335.01 Kennedy

8.2 Virtual Collocation
Quote Preparation Fee8.2.1

$4,399.84 Kennedy

Maintenance Labor, per half hour8.2.2

Regular Hours Rate
$28.10 KennedvAfter Hours Rate
$37.60 Kennedy

Training Labor, per half hour8.2.3

Regular Hours Rate
$28. 10 Kennedy

Equipment Bay -recurring, per shelf8.2.4
$3.61 Kennedy

Engineering Labor, per half hour8.2.5

Regular Hours Rate
$32.03 Kennedy

After Hours Rate
$41 .is Kennedy

Installation Labor, per Half Hour8.2.6

Regular Hours Rate
$30.31 KennedyAfter Hours Rate
$39.13 Kennedy

Floor Space Lease, per Square Foot8.2.7
$3.69 Kennedy

-48 Volt DC Power Cables8.2.8

20A Power Feed, Per Feed $8.11 $5,552,65 Kennedy
30A Power Feed, PerFeed $9.27 $6,343.97 Kennedy
40A Power Feed, Per Feed $11 .31 $7,739.80 KennedyerA Power Feed, Per Feed $14.11 $9,655.97 Kennedy

n8.a Ca less Physical Collocation
Quote Preaparation Fee8.3.1

$4,399.84 Kennedy

Space Construction8.3.2
Bays and 1 - 40A Power Feed - 90 Dav

$43.77 $29,953.55 KennedyAdjustment for 20A Initial Power Feed $8.20 ($2,187.15 KennedyAdjustment for 30A Initial Power F ed ($2.04 ($1 ,395.83 Kennedy
Adjustment for 60A Initial Power Feed $2.80 $1,916.17
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Adjustment for Each Additional Bay
Each Additional 20A Power Feed
Each Additional alA Power Feed

9.44 $3,038.06 Kennedy
$8.11 $5,552.65 IKenna
$9.27 $6,343_97 Kennedy

$11.31 $7,739.80 Kennedy
$14.11 $9,655.97 Kennedy

$3.69 Kennedy

u y m w Kennedv

$75.84 $51,901.16 Kennedv
$78.70 $53,858.34 aKenna
$80.92 $55,380.28 1Kenna
$83.71 557,287.56 Kennedy

($12.3g ($8.481 .43 Kennedy
($11.28 ($7,721 .61 Kennedy

sa.9e ($s,1a3.10 1Kenne
$13.72 $9,389.08 uKenne
$43.80 $29,974.50 Kennedy
$80.36 $54,995.90 Kennedy

$123.60 584,587.92 Kennedy
$10.24 $7,004.36 Kennedy
$11.35 87,764.18 Kennedy
$13.67 $9,352.68 Kennedy
$22.63 $15,485.78 Kennedy
$36.35 $24,874.87 Kennedy
$66.43 $45,460.29 Kennedy

$102.99 $70,481 .ea Kennedy
$146.23 $100,073.71 Kennedy

$3.69 Kennedy

so.o2 $12.65 Kennedy
$0.03 s21.0s Ken
$0.03 $23.92 . aKen
$0.05 $83.18 Kennedy
$0.05 $36.97 . aKen
$0.08 $56.65 Kennedy

$791 .so Kennedy

so. 17261 Kennedy
s0.18290 Kennedy
so. 15906 Kennedy

$224.01 Kennedy
$102.17 Kennedy

$8.84 •Kenne

$442.49 Kennedy

$256.37 Kennedy

ice Kennedy

ICE Kennedy

Under Development Kennedy

Each Additional 20A Power Feed
Each Additional alA Power Feed
Each Additional 40A Power Feed
Each Additional 60A Power Feed

c - sFloor Space Lease. r Aare Foot8.3.3

a.4 Cared Physical Collocation
Quote Preparation Fee8.4.1

8.4.2 Space Construction
Caqe- Up to 100 So. Ft and 1 - 60A P er Fe• * •
Cage - 101- 200 Sq. Ft and 1 - 60A P Er Feed•

Cage- 201- 300 Sq- Ft. and 1 - 60A P• nr F
Cage- 301- 400 . Ft. and 1- 60A P er Feeda •

Adjustment for 20A Initial Po er F 'u
Adiustment for 30A Initial Po er F - •
Adjustment for40A Initial P• - •re
Adjustment for 100A Initial P• -ar F
Adiustment for 200A Initial Po r F - a
Adjustment for 300A lnnial P4 *sr e
Adjustment for400A Initial P erFeed1

Each Additional 20A Power F d
Each Additional alA Power Fe : a
Each Additional 40A Power Feed
Each Additional 60A Power Feed
Each Additional 100A Power Feed
Each Additional 200A Power Feed
Each Additional alcoA Power Fe - 1
Each Additional400A Power Feed

8.4.3 Floor Space Lease, per Square Foot

8.4.4 Grounding
2/0 AWG - per foot
1/0 AWG - per foot
4/0 AWG - per foot
350 kcal - per foot

r foot• .500 kcal -
750 kcal - per foot

CLEC so CLEC8.5
Flat Charqe (Design Enqineerina & Installation - N8.5.1 •

8.5.2 Cable Racking, Per Foot

DSO
DS1
DS3

8.5.3 VinuaI Connections Connections only No bl s\
DSO (Per 100 Connections)
DS1 (Per 28 Connections)
ass (Per 1 Connection

8.5.4 Cable Hole (if Applicable

CLEC to CLEC Cross Connection8.5.5

ICDF Collocationa.s

a.7 Adiaoent and Adiaeent Remote Collocation

8.8 Remote Collocation

8.9 Space Optioning
Under Deva wentu a Kennedy

ARIZONA RATES

iv

Arizona Corporation Commission
Docket No. T~00000A-00-0194

Phase ll, Qwest Corporation
Rebuttal Testimony

Exhibit MA-1 R

4of 15



9.0 Unbundled Network Elements (UNEs)
9.1 Interconnection Tie Pairs (ITS - Per Termination

DSO $0.48 Kennedy
Ds1 Kennedv
DSS Kennedy

9.2 Unbundled Loops
Analog Loops9.2.1

2-Wire Voice Grade9.2.1.1
Zone 1 Kennedy
Zone 2 Kennedy
Zone 3 Kennedy

9.2.1.1 .1 Unbundled Loop Grooming (2-wire) Kennedy

9.2.1.2 4-Wire Voice Grade
Zone 1 Kennedy
Zone 2 Kennedy
Zone 3

Kennedy

9.2.1.2.1 `Unbundled Loop Grooming (4-wire)
Kennedy

Non-loaded Loops9.2.2
9.2.2.1 2-wire Non-loaded Loop

Zone 1 Kennedy
Zone 2 Kennedy
Zone 3 Kennedy

9.2.2.2 4-wire Non-loaded Loop

Zone 1 Kennedy
Zone 2 Kennedy
Zone 3 Kennedy

9.2.2.3 Cable Unloading/Bridqe Tap Removal
Kennedy

Diqital Capable Loops9.2.3

9.2.3.1 Basic Rate ISDN /DSL -I Capable / ADSL
Compatible Loops

Zone 1 Kennedy
Zone 2 Kennedy
Zone 3 Kennedy

9.2.3.2 DS1 Capable Loop
Zone 1 Kennedy
Zone 2 Kennedy
Zone 3 Kennedy

9.2.3.3 DS3 Capable Loop
Zone 1 Kennedy
Zone 2 Kennedy
Zone 3 Kennedy

9.2.3.4 2-Wire Extension Technoloqv Kennedy
9.2.3.4.1 Unbundled Loop Grooming- 2-wire
Extension Technology

Kennedy

9.2.4 Loop installation Charges for 2 and 4 wire analog, 2 and 4
wire non-loaded, ADSL Compatible, ISDN BRI Capable
and DSL - I Capable Loops where conditioning is not
required.

9.2.4.1 Basic Installation
First $88.29 Kennedy
Each Additional $76.07 Kennedv

$1 .52
$15.33

See Installation options, Section 9.2.4
$16.89
$22.57
$34.34

$1 .59

See Installation options, Section 9.2.4
$33.76
$45.12
$68.66

$354

See Installation options, Sections 92.4 and See also
Section 9.2.2.3

$16.89
$22.57
$34.34

See Installation options, Sections 9.2.4 and See also
Section 9.2.2.3

$33.76
$45.12
$68_66

$652.83

See Installation options, Sections 9.2.4 and See also
Section 9.2.2.3

$16.89
$22.57
$34.34

See Installation options, Sections 9.2.5
$a4.48
$84.57
$91 .39

See Installation options, Sections 9.2.6
$897.72
$899.73

$1 ,053.6S

$4.13
$1.60

See related monthly recurring charges in Sections
9.2.1 - 9.2.3 above. (If conditioning is required,

charges may apply as specified in Section 9.2.2.3
above).
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Kennedy
Kennedy

9.2.4.3 Coordinated Installation with Cooperatn'¢e
Testing

Kennedy
Kennedy

Kennedy
Kennedy

Kennedy
Kennedy

Kennedy
Kennedy

Kennedy
Kennedy

Kennedy
•Kenne

•Kenna
Kennedy

Kennedy
Kennedy

Kennedy
Kennedy

•Ken
Kennedy

Kennedy
Kennedy

Kennedy
Kennedy

9.2.6.5 Basic Install with Cooperative Testing
First Loop

$278.18 Kennedy
Each Additional

$203.72 Kennedy

-9.3 Subloo
2-Wire Anal & Non Loaded Distribution• •9.8.1 of D $121.43 Kennedv

9.2.4.2 Basic Installation with Performance Testing
First Loop
Each Additional

$192.29
$137.97

$232.25
$137.97

$95.38
$83.16

$192.29
$1a7.97

See related monthly recurring charges in Sections
9.2.1 - 9.2.3 above.

$144.15
$110.79

$278.t8
$203.72

$318.14
$203.72

$153.26
$119.90

$27a. 1 e
$203.72

See related monthly recurring charges in Sections
9.2.1 - 9.2.3 above.

$144.15
$110.79

$278.18
$203.72

$318.14
$203.72

$153.26
$119.90

9.2.4.3 Coordinated Installation with Cooperatn'¢e
Testing

First Loop
Each Additional

9.2.4.4 Coordinated Installation without Cooperative
Testing

First Loop
Each Additional

9.2.4.5 Basic lnstallwith Coo native Testing_ _

First L0°P
Each Additional

9.2.5 DS1 Loop Installation Charges

9.2.5.1 Basic lnstallalion
First Loop
Each Additional

9.2.5.2 Basic Installation with Performance Testing
Fil'St L°°p
Each Additional

9.2.5.3 Coordinated Installation with Cooke ti
First Loop
Each Additional

9.2.5.4 Coordinated Installation without Cooperative
Testing

First Loop
Each Additional

9.2.5.5 Basic Install With Cooperative Testing
First Loop
Each Additional

9.2.6 ass L.oop Installation Charges

9.2.6.1 Basic lnstallation
Firs\ Loop
Each Additional

9.2.6.2 Basic lnstallation with Perfonman Testingo~.

First Loop
Each Additional

9.2.6.3 Coordinated lnstallation withe oe  f••

First Loon
Each Additional

9.2.6.4 Coordinated Installation without Cooperative
Testing

First LOOD
Each Additional

Zone 1 $12.12
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Zone 2
Zone 3

9.3.2 Each Addi 2 -Wire Analog & Non Loaded Distribution
Loop

9.3.3 lntrabuildinq Cable Loop, Per Pair

9.3.4 DS1 Capable Feeder Loop
First Loop
Each Additional

Zone 1
Zone 2
Zone 3

Field Connection Point9.3.5
Feasibility Fee/Quote Preparation Fee
Construdicn Fee

9.4 Line Sharinq
9.4.1 Shared Loop, per Loop

OSS . Per Line - Per Month9.4.2
9.4.3 Reclassification Charqe
9.4.4 Splitter Shelf Charge
9.4.5 Splitter TIE Cable Connections

Splitter in the Common Area--Data to 410 block
Splitter in the Common Area-Data direct to CLEC
Splitter on the IF-Data to 410 block
Splitter on the IF-Data direct to CLEC
Splitter on the MDF-Data to 410 block
Splitter onthe MDF-Datadirect toCLEC

Engineering9.4.6

9.5 Network Interface Device (NID)

$17.33
$29.72

$55.50

$1.19

$293.36
$219.50

$72.62
$72.71
$79.53

$1 ,S38.81
ICE

$5.00 $27.71
$2.88

ICE
$4.77 $537.89

$5.82 $3,189,86
$6.11 $3,347.79
$1.85 $1 ,01526
$3.47 $1 ,900.90
$1 .91 $1,044.37
$4.09 $2,242.88

$1,280.21

~.
Kennedy
Kennedv
Kennedy
Kennedy

Kennedy

Kennedy
Kennedy
Kennedy
Kennedy
Kennedy

Kennedy
Kennedy

Bro fl
Albersheim

Bro fl
Bro fl

Broil
Bro fl
Bro fl
Bro fl
Bro fl
Bro fl
Bro fl

Kennedy$1 .39 $68.79

9.6 Unbundled Dedicated Interoffice Transport UDI
9.6.1 DSO UDIT $307.95 Kennedy

DSO Over 0to 8 Miles $0.13 Kennedy
DSO Over 8 to 25 Miles $0.12 Kennedy
DSO Over 25 to so Miles $0.12 Kennedy
DSO Over 50 Miles $o_o6 Kennedy

9.6.2 DS1 UDIT $352.92 Kennedy
DS1 Over o to 8 Miles $1 .45 Kennedy
DS1 Over8 to 25 Miles $1.18 Kennedy
DSt Over 25 to 50 Miles $2.14 Kennedy
DS1 Over 50Miles $1.12 Kennedy

9.6.3 DS3 UD[T $352.92 Kennedy
DS3 Over 0 to 8 Miles $61.17 Kennedy
DS3 Over 8 to 25 Miles $18.78 Kennedy
DSS Over25 to 50 Miles $23.73 Kennedy
DSS Over50 Miles $16.34 Kennedy

9.6.4 OC-3 UDlT $352.92 Kennedy
OC-3 Over 0 to 8 Miles $205.64 Kennedv
OC-3 Over 8 to 25 Miles $68, 12 Kennedy
OC-3 Over 25 to 50 Miles $86_07 Kennedy
OC-3 Over 50 Miles $650.60 $60.95 Kennedy

9.6.5 OC-12 UDIT $352.92 Kennedy
OC-12 Over o to 8 Miles $1,837.87 $97.75 Kennedy
OC-12 Over 8 to 25 Miles $1 ,837.87 $94.58 Kennedy
OC-12 Over 25 to 50 Miles $1 ,837.87 $106.76 Kennedy
OC-12 Over 50 Miles $1 ,837.87 $122.10 Kennedy

$19.27
$19.29
$19.33
$19.28

$3114
$31 .4o
$31.87
$31 .83

$197.32
$200.35
$184.41
$194.79

$655.37
$660.44
$633.02
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Kennedy
9.6.6 DSO UDIT Low Side Performance $11.52

$232.15 $2,569.47
$210.68 $273.68

$7.35 $239.83

$55.78 $411 .42
$817.26 $411 .42
$692.68 $411.42

$1,301.75 $411.42

$219.07
$176.26
$266.02
$238.39

Under Development

$159,49
$203.37

$1_485.33

Under Development

Kennedy

Multiplexing9.6.7

Kennedy
Kennedy
Kennedy

; •Ken

Kennedy
Kennedy

IKen

Kennedy
Kennedy

; IKen

Kennedy

IKen
Kennedy

•Ken
IKen

IKen
Kennedy

1Ken
Kennedy

1Ken

Kennedy

9.9.3 Dlal Up Access ICE
9.9.4 Attendant Access ICE
9.9.5 vinualpons

ICE

DS3 to DS1
DS1 to DSO, High Side
DS1 to DSO, Low Side

9.6.8 ExtendedUnbundled DedicatedInteroffice Trans rt»  •

DS1 E-UDIT
DS3 E-UDIT
OC-8 E-UDIT
OC-12 E-UDIT

UDIT Rearrangement9.6.9
DSO Single Office
DSO DualOffioe
High Capacity Single Office
Hiqh Capacity Dual Office

9.7 Unbundled Dark Fiber (UDF)
Single Strand Increments9.7.1

Ir\itial Reoordslnqui (III9.7.2
Simple
Complex

9.7.3 Field Verification and Quote Preparation FVQP)

Field Verification9.7.4

UDF-IOF Charqes9.7.5
Order Charqe per 1st Pair or StrandlRoute/Order
OrderCharqe ea. Addl.Pair or Strand /Same R eu

Termination, Fixed Per Pair./Office
Fiber Transport,per Mile /Pair
Fiber Cross~Connect PerPair

9.7.6 LIDF-Loop Charges
Order Charqe per 1st Pairor Strand /Rout O erI
Order Charqe each. AddLPair or Strand/Same Ro e
Termination, FixedPer Pair/Office
Termination, FixedPer Pair/prem
Fiber Mop, per Route/Per Pair
Fiber Cross~Connect Per Pair

Extended Unbundled Dark Fiber E-UD9.7.7
Order Charge per 1st Pair or Strand /Route/Order

1Order Charge each.Addl.Pair orStrand/SameR e
Termination,Fixed Per Pair/Office
Termination, Fixed Per Pdf/Prem
Fiber Transport, per Route/Per Pair
Fiber Cross-Connect Per Pair

19.8 Shared Transport, r minute of use

9.9 Unbundled Customer Controlled Rearrangement Element
(UCCRE)

9.9.1 DS1 Port
9.9.2 DSS Port

$563.63
$271.89

$8.77
$83.07
$4.08 $21.56

sssa.ea
$271.89

$7.01
$8.42

$110.86
$4.08 s21.5e

$56a63
$271 .89

$7.01
$6.42

$110.86
$4.08 $21.56

s0.001s190

ICE ICE
ICE ICE

Kennedy
Kennedy

; IKen

Kennedv
IKen

•Ken
. 1K a

Kennedy
lKen
•Ken
•Ken

Bram

Bro fl
Bro fl
Bro fl
Broil
Bram

Bro fl

Trunk Port - Per Order

9.10 Local Tandem Switching
9.10.1 DS1 Local Mensan; $56.98 $220.95

$211.06

9.10.1
9.10.2

DS1 local Message Trunk Port - Per Order
DS1 Trunk Group - First Trunk - Per Order

u
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9.10.3 DS1 Trunk Group - Each Additional Trunk - Per Order
$24.29 Bro fl

9.10.4 Per Minute of Use $0.002376 Bro fl

9.11 Local Switchinq
Analog Line Side Port, First Port9.11.1 $1 .28 $145.57 Bro fl

9.11.2 Analog Line Side Port, Each Additional $1 .28 $95.75 Bro fl

9.11 .3 LocalUsaqe, Per Minute of Use $0.002599 Bro fl

9.11.4 Vertical Features
10XXX Direct Dialed Blocking $0.08 Bro fl
Account Codes - per system $7.27 $80.01 Bro fl
Attendant Access Line - per station line $0.08 $1.16 Bro fl
Audible Message Waiting $0.13 $1.01 Broil
Authorization Codes - per system $3.13 $239.29 Bro fl
Auto Callback $0.08 Bro fl
Automatic Line $0.07 $0.34 Broil
Automatic Route Selection - Common Equip. per system $2.12 $2,099.56 Bro fl

Blocking of pay per call services $0.10 Bro fl
Bridging $0.08 Broil
Call Drop $0.07 $0.34 Bro fl
Call Exclusion - Automatic $0.07 $1.01 Bro fl
Call Exclusion - Manual $0.07 $0.67 Bro fl
Call Forward Don't Answer - All Calls $0.13 Bro fl
Call Forwarding Incoming Only $0.08 Bro fl
Call Forwarding Intra Group Only $0.08 Broil
Call Forwarding Variable Remote $0.11 Bro fl
Call Forwarding: Busy Line (Expanded $0.09 Bro fl
Call Forwarding: Busy Line External $0.09 Bro fl
Call Forwarding: Busy Line (External Don't Answer $0.15 Bro fl
Cali Forwarding: Busy Line (Overflow $0.09 Bro fl
Call Forwarding: Busv Line Overflow Don't Answer $0.15 Bro fl
Call Forwarding: Busy Line (Proqrammabie $0.10 Bro fl
Call Forwarding: Busy Line/Don't Answer Programmable
Svc. Establishment

$15.66 Bro fl

CF DON'T ANSWER/CF BUSY CUSTOMER
PROGRAMMABLE - PER LINE

$1 .of Bro fl

Call Forwarding: Busy Line/Don't Answer Exoandedl $0.15 $37.92 Bro fl
Call Forwarding: Don't Answer $0.13 $37.92 BrOhI
Call Forwarding: Don't Answer Expanded $0.13 Bro fl
Call Forwarding: Don't Answer Proqrammable) $0.13 Bro fl
Call Forwarding: Variable $0.10 Bro fl
Call Forwarding: Variable - no call complete option $0.10 Bro fl
Call Hold $0.08 Broil
Call Hold/3-Way/Call Transfer $0.32 Bro fl
Call Park (Basic - Store & Retrieve $0,09 Bro fl
Call Pickup $0.08 Bro fl
Call Transfer $0.32 Bro fl
Call Waiting Dial Originating $0.08 Bro fl
Call Waiting Indication - per timing state $0.46 $1.01 Bro fl
Call Waiting Originating $0.09 Broil
Call Waiting Terminating - All Calls $0.11 Bro fl
Call Waiting Terminating - Incoming Onlv $0.11 Bro fl
Call Waiting/ Cancel Call Waiting $0.14 Bro fl
CENTREX COMMON EQUIPMENT $1 ,206.23 Bro fl
Centrex Management System CMS $o.eo Bro fl
Centrex Plus DID numbers per number $0.11 Bro fl
Centrex Plus to Centrex Plus $5.28 Broil
Centrex Plus to IC Carrier $5.28 Bro fl
Centrex Plus to PBX/Key Blocked $5.28 Bro fl
Centrex Plus to PBX/Key Non-Blocked $5.28 Broil
CFBL - All Calls $0.09 Bro fl
CFBL Incoming Only $0.09 $37.92 Bro fl
CFDA Incoming Only $0.08 $37.92 Bro fl
CLASS - Anonymous Call Rejection $0.33 Broil
CLASS - Call Trace $2.39 Bro fl

a ARIZONA RATES

b
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CLASS - Call Waiting ID
CLASS - Calling Name & Number
CLASS - Calling Number Delive
CLASS - Calling Number Delive - Blocking
CLASS - Continuous Redial
CLASS - Lost Coll Return
CLASS - Priority Colling
CLASS - Selective Coll Forwordin•

CLASS - Selective Coll Reiection
Common Equipment per 1.544 Mbps facile (DS1)
Conference Calling -MeetMe
Conference Calling - Preset
Custom Ringing First Line Short/Lon Short)I
Custom Ringing First Line (Short/Short
Custom Ringing First Line Short/Short/Lonu
Custom Ringing Second Line ShorVLon Short)|

Custom Ringing Second Line ShorVShort
Custom Ringing Second Line (Short/Short/Lone)
Custom Ringing Third Line ShoWLon Short)I
Custom Ringing Third Line (Short/Short
Custom Ringing Third Line ShoWShort/Lonui
Data Call Protection (DMS 100
Dir Sta Sal/Busy Lamp Fid per arrangement
Directed Call Pickup with Barge-in
Directed Call Pickup without Barqe-in
Distinctive Ring/Distinctive Call Waiting
Distinctive Ringing
EBS - Set interface - per station line
Executive Busy Override
Expensive Route Warning Tone- per system
Facility Restriction Level - per system
Feature Display
Group Intercom
Hot Line - per line
Hunting: Multiposition Circular Huntinq
Hunting: Multiposition Hunt Queuing
Hunting: Multiposition Series Huntinq
Hunting: Multiposition with Announcement in Queue
Hunting: Multiposition with Music in Queue
Incoming Calls Barred
International Direct Dial Blocking
ISDN Short Hunt
Line Side Answer Supemsion
Loudspeaker Paging - per trunk group
Make Busy Arrangements - per group
Make Busy Arrangements - per line
Message Center - per main station line
Message Waiting Indication AudibleNisual
Message Waiting Visual
Music On Hold - per system
Network Speed Call

lNi ht Service Arrangement
•Out ring Calls Barred
I cOut in Trunk Queuing

Privacy Release
Que Time
Speed Calling 1 Digit Controller
Speed Calling 1 Digit User
Speed Calling 1# List Individual
Speed Calling 2 Digit Controller
Speed Calling 2 Digit User
Speed Calling 2# List Individual
Speed Calling 30 Number
Speed Calling 8 Number
Station Camp-On Service - per main station
Station Dial Conferencing (6 Way)
Station Message Detail Recording (SMDR)

$0.10 Bro fl
$0.41 Bro fl
$0.10 Bro fl
$0.34 Bro fl
$0.23 $1 .26

$1 .27
$1 .20
$1.26
$1 .20

Broi l
$0.10 Bro fl
$0.19 Bro fl
$0.16 Bro fl
$0.23 Bro fl
$58.01 Bro fl
$14.03 $42.47 Bro fl
$10.27 $42.47 Bro fl
$0.09 Bro fl
$0.09 Bro fl
$0.09 Broil
$0.09 Bro fl
$0.09 Broil
$0.09 Bro fl
$0_o8 Bro fl
$0.08 Bro hi
$0.08 Bro fl
$0.07 Bro fl
$1 .76 $0.34 Bro fl
$0.18 $20.16 Bro fl
$0.10 $20. 1 e Bro fl
$0.09 $40.31 Broil
$0.09 Bro fl
$1 .39 Bro fl
$0.08 Bro fl
$0.07 $71.91 Bro fl
$0.07 $44.24 Bro fl
$0.08 Bro fl
$0.15 $0.46 Bro fl
$0.13 $1 .01 Bro fl
$0.26 Broil
$0.22 $38.59 Bro fl
$0.26 Bro fl
$3.08 $38.59 Bro fl
$1.10 $40.75 Bro fl
$0.08 Broil
$0.08 Bro fl
$0.56 $1.70 Bro fl
$0.09 Bro fl

$21.11 $176.53 Bro fl
$0.35 $0.67 Bro fl
$0.14 $0.67 Bro fl
$0.07 $0.34 Bro fl
$0.13 Bro fl
$0.13 $0.34 Bro fl

$21.99 $23. 13 Bro fl
$0.08 Bro fl
$0.08

Bro fl

$0.08
$0.13
$0.08 $0.47
$0.24 $0.34
$0.08
$0.08
$0.08
$o.o8
$0.08
$0.o8
$0.08
$0.08
$8.18 $0.34

Broil
Bro fl
Broil
Bro fl
Bro fl
Bro fl
Bro fl
Bro fl
Bro fl
Broil
Bro fl
Bro fl
Bro fl
Bro fl

$1.64 Broil
Station Message Detail Recording (SMDR)
Three Way Calling

$0.18 Bro fl
$0.32 Bro fl

ARIZONA RATES Arizona Corporation Commission
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Time and Date Display $0.18 Bro fl
Time of Day Control for ARS - per system $0.07 $125.82 Bro fl
Time of Day NCOS Update $0.08 $0.54 Bro fl
Time of Day Routing - per line $0.13 $0.52 Bro fl
Toll Restriction Service $0.08 Broil
Trunk Answer Any Station $0.08 Broil
Trunk Verification from Desiqnated Station $0.07 $0.39 Bro fl
UCD in hunt group - per line $7.92 $0.67 Bro fl
UCD with Music After Delay $5.24 Bro fl
CMS - SYSTEM ESTABLISHMENT . INMAL
INSTALLATION

$971 .60 Bro fl

CMS - SYSTEM ESTABLISHMENT .. SUBSEQUENT
INSTALLATION

$485.80 Broil

CMS . PACKET CONTROL CAPABILITY, PER SYSTEM $485.80 Bro fl

SMDR-P - SERVICE ESTABLISHMENT CHARGE,
INITIAL INSTALLATION

$339.30 BrOhI

SMDR~P . ARCHIVED DATA $177.29 Broil

9.11 .5 Subsequent Order Charqe $13.57 Bro fl

9.11.6 Digital Line Side Port (Supporting BRI ISDN
First Port $10.56 $219.37 Bro fl
Each Additional Port $10.56 $219.37 Bro fl

9.11.7 Diqital Trunk Ports
DS1 Local Message Trunk Port $56.98 Bro fl
MessageTrunk Group, First Trunk $209.14 Broil
Messaqe Trunk Group, Each Additional $50.84 Bro fl
DS1 PRI ISDN Trunk Pop $228.78 $648.55 Bro fl
DS1 / DID Trunk Port $3.38 $212.74 Bro fl

9.11.8 DSO Analoq Trunk Port
First Port $15.78 $123.11 Broil
Each Additional $15.78 $28.57 Broil

9.12 Customized Routinq
9.12.1 Development of Custom Line Class Code - Directory

Assistance or Operator Services Routing Only
ICE Broil

9.12.2 Installation Charge, per Switch Directory Assistance or
Operator Service Routing Only

ICE Bro fl

9.12.3 All Other Custom Routinq ICE ICE Bro fl

9.13 Common Channel Siqnalinq/SS7
9.13.1 CCSAC STP Port $249.69 $440.28 Broil
9.13.2 CCSAC Options Activation Charqe

9.13.2.1 Basic Translations
First Activation, per Order $115.34 Bro fl
Each Additional Activation, her Order $9.58 Broil

9.13.22 CCSAC Options Database Translations
First Activation per Order $134_49 Bro fl
Each additional Activation her Order $57.45 Bro fl

9.13.3 Signal Formulation, ISUP, Per Call Set~UD Request $0.0020272 Bro fl
9.13.4 Signal Transport, ISUP, Per Call Set-Up Request $0.0013148 Bro fl
9.13.5 Signal Transport, TCAP, per Data Request $0.0002914 Bro fl
9.13.6 Signal Switching, ISUP, Per Call Set-UD Request $0.0009192 Bro fl
9.13.7 Signal Switching, TCAP, Per Data Request $0.0005754 Bro fl

9.14 Advanced Intelligent Network AIN
9.14.1 AlN Customized Services (ACS ICE Bro fl
9.14.2 AIN Platform Access APA ICE ICE Broil
9.14.3 AIN Query Processing, per Que laB Bro fl

9.15 Line Information Database LIDB
9.15.1 LIDBStorage No Charqe Bro fl
9.15.2 Line Validation Administration System Access (LVAS) ICE Bro fl

ARIZONA RATES
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9.15.2.1 LIDB Line Record Initial Load
9.15.2.1.1 Up to 20,000 Line Records

$2,601 .OO Bro fl
IC » Bro fl

9.15.2.1.1 Up to 20,000 Line Records
9.15.2.1.2 Over 20,000 Line Records

9.15.2.2 Mechanized Service Account Update, per
Addition or Update Processed

ICE Bro fl

9.15.2.3 Individual Line Record Audit ICE Bro fl
9.15.2.4 Account Group Audit ICE Bro fl
9.15.25 Expedited Request Charge for Manual Updates ICE Bro fl

9.15.3 LIDB Query Service, per Que $0.0009435 See 9.13.2.2 Bro fl
9.15.4 Fraud Alert Notification,per Alert No Charqe Bro fl

9.16 XX Database Query Service
9.16.1 Basic Query, per Que $0.02007675 See 9.13.22 Bro fl
9.16.2 POTS Translation $0.00000165 Bro fl
9.16.3 Call Handlinq & Destination Feature $0.00000055 Bro fl

9.17 ICNAM, Per Que $0.000836 See 9.13.2.2 Bro fl

9.18 Construction Charqes ICE ICE Kennedy

9.19 Miscellaneous Charqes
* Per 1/2 hour or fraction thereof

n Additional Engineering - Basic $31.84 Kennedy4 Additional Engineering - Overtime $39.38 Kennedyn Additional Labor Installation - Overtime $9.05 Kennedvn Additional Labor Installation - Premium $18.10 Kennedy1 Additional Labor Other - Basic $27.75 Kennedya Additional Labor Other - Overtime $37.06 Kennedya Additional Labor Other - Premium $46.39 Kennedy9 Testing and Maintenance - Basic $29.48 Kennedy
' Testing and Maintenance - Overtime $39.38 Kennedy4 Testinq and Maintenance ._ Premium $49.28 Kennedy
' Maintenance of Service - Basic $27.75 Kennedy
' Maintenance of Service - Overtime $37.06 Kennedy
' Maintenance of Service .- Premium $46.39 Kennedv1 Additional COOP Acceptance Testing - Basic $29.48 Kennedyn Additional COOP Acceptance Testing - Overtime $39.38 Kennedy

Additional COOP Acceptance Testing - Premium $49.28 KennedynNonScheduled COOP Testinq - Basic $29.48 Kennedy1 NonScheduled COOP Testinq - Overtime $39.38 KennedywNonScheduled COOP Testing - Premium $49.28 Kennedy4NonScheduled Manual Testing - Basic $29.48 Kennedy4NonScheduled Manual Testing - Overtime $39.38 Kennedy¢ NonScheduled Manual Testing - Premium $49.28 KennedyQCooperative Scheduled Testing - Loss $0.08 Kennedy4 Cooperative Scheduled Testing - C Message Noise $0.08 Kennedy

9 Cooperative Scheduled Testing - Gain Slope $0.08 Kennedy1 Cooperative Scheduled Testing - C Notched Noise $0.08 Kennedye Manual Scheduled Testing - Loss $0.17 Kennedy¢ Manual Scheduled Testing ~C- Messaqe Noise $0.17 Kennedva Manual Scheduled Testing - Balance $0.67 KennedyviManual Scheduled Testing - Gain Slope $0.17 Kennedy\vManual Scheduled Testing - C Notched Noise $0.17 Kennedy
Additional Dispatch $84.60 Kennedy
Date Change $10.40 Kennedy
Desiqn Chanqe $74.10 Kennedy
Expedite Charge ICE Kennedy
Cancellation Charge ICE Kennedy

9.20 Channel Re aerationv

DS1 Regeneration $1 .97 $480.53 Kennedy
DS3 Regeneration $6.09 $1,817.89 Kennedy

9.21 Reserved for future use.
9.22 Reserved for future use.

$0.33 Kennedy
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9.23 UNE Combinations
UNE-P Conversion Non-Recurrinq Charges9.23.1
9.23.1.1 UNE-P POTS, CENTREX, PAL, PBX.

First
Each Additional

9.23.12 UNE-P POTS, CENTREX, PAL, PBX, Manual
First
Each Additional

9.23.t.3 UNE-P PBX DID
First
Each Additional

9.23.1.4 UNE-P ISDN BRI
First
Each Additional

9.23.1.5 UNE-P ISDN PRI, DSS per DS1 Facile

9.23.1.6 UNE-P ISDN PRI, DSS Trunk
First
Each Additional

9.23.2 UNE-P New Connection Non-Recurrina Charges
9.23.2.1 UNE-P POTS Mechanized

First
Each Additional

9.23.22 UNE-P POTS Manual
First
Each Additional

UnE-Combination Private Line9.23.3
DSo/DS1/DS3/OCWlnteqrated T-1 Existing Service

9.23.4 Enhanced Extended Loop EEL
9.23.4.1 EEL Link

DSO
Zone 1
Zone 2
Zone 3
Each Additional

DS1
Zone 1
Zone 2
Zone 3
Each Additional

DS3
Zone 1
Zone 2
Zone 3
Each Additional

$0.66 Bro fl
$0.14 Bro fl

$16.26 Bro fl
$2.71 Bro fl

$20.7C Broil
$3.15 Broil

$15.15 Bro fl
$3.13 Bro fl

$51 .22 Bro fl

$18.85 Bro fl
$3.13 Bro fl

$55.56 Broil
$15.94 Broh!

82.49 Bro fl
$18.52 Bro fl

$41.05 Kennedy

$250.19 Kennedy
$18.96 Kennedy
$34.94 Kennedy
$56.53 Kennedy

$218.81 Kennedy

$308. 1 g Kennedy
$84.48 Kennedy
$84.57 Kennedv
$91.39 Kennedv

$262.31 Kennedy

$332.66 Kennedy
$897.72 Kennedy
$899.73 Kennedy

$1,053.66 Kennedy
$286.78 Kennedy

$19.27
$19.29
$19.33
$19.28

$307.95
$0.13
$0.12
$0.12
$0.06

Kennedy

Kennedy
Kennedy
Kennedv
Kennedy
Kennedy

9.23.4.2 EEL Transport
DSO
DSO Over o to 8 Miles
DSO Over 8 to 25 Miles

SO Over 25 to so Miles
DSO Over 50 Miles

DS1 $352.92
DS1 Over o to 8 Miles $31.14 $1 .45 Kennedy
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DS1 Over 8 to 25 Miles
DS1 Over 25 to 50 Miles
DS1 Over 50 Miles

DSS
DS3 Over 0 to 8 Miles
DSS Over 8 to 25 Miles
DS3 Over 25 to 50 Miles
DS3 Over 50 Miles

9.23.4.3 Multiplexing
DS3 to DS1
DS1 to DSO

9.23.4.4 DSO Channel Performance
DSO Low Side Channelization
DS1/DSO MUX, Low Side Channelization

9.23.4.5 Concentration Capabili
9.24 Unbundled Packet Switching

9.24.1 Unbundled Packet Switch Customer Channel
DSLAM

9.24.2 Customer Channel and Shared Distribution Loop
Customer Channel and Unbundled Distribution Sublooo
Customer Channel and CLEC Provided Loop

9.24.3 Unbundled Packet Switch Pop
DS1 Interface
DS3 Interface

10.0 Ancillary Services
10.1 Local Number Portability

LNP Queries10.1.1
10.1.2 LNP Managed Cuts

Standard Managed Cuts per person per 1/2 Hr.
Overtime Managed Cuts per person per 1/2 Hr.
Premium Manaqed Cuts per person per 1/2 Hr.

10.2 911lE911

10.3 White Paqes Directorv Listinqs, Facili Based Providers
10.3.1 Prima Listing
10.3.2 PremiunVPrivacy Listings

10.4 Directo Assistance, Facili Based Providers
10.4.1 Local Directo Assistance, Per Call
10.4.2 National Directory Assistance, per Call
10.4.3 Call Brandinq, Set- UD and Recording
10.4.4 Loading Brand /Per Switch
10.4.5 Call Completion Link, per call

10.5 Directo Assistance List Information
10.5.1 Initial Database Load, per Listing
10.5.2 Reload of Database, per Listing

$31 .40 $1.18
$31 .87 $2.14
$31 .83 $1.12

$352.92
$197.32 $61.17
$200.35 $18.78
$184.41 $23.73
$194.79 $16.34

Kennedy
Kennedy
Kennedy

Kennedy
Kennedy
Kennedy
Kennedy
Kennedy

Kennedy
Kennedy

Kennedv
Kennedy

Kennedy

Kennedy
Kennedy

Kennedy
Kennedy
Kennedy

Kennedy
Kennedy

Brotherson

6
6
6

2

2

2
2
2

$232.15 $268.62
$210.68 $268.62

$11 .52
$7.35 $239.83

ICE

$23.45
$20.29

$60,14
$127.17

60.14

$208.02 $227.5C
$135.05 $227_5C

See FCC Tariff #1 Section 20.3.1 & 20.3.3

$27.31
$35.43
$43.49

No Charge

No Charge
General

Exchange Tariff
Rate, less
wholesale

discount

$0.34
$0.385

$10,500.00
$175.00

$0.085

$0.025
$0.02

2

2
2

10.5.3 Daily Updates, per Listing $0.025 2
10.5.4 One-time Set-Up Fee, per Hour $82.22 2
10.5.5 Media Charges for File Delivery

10.5.5.1 Electronic Transmission $0.001 2

4 ARIZONA RATES
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10.5.5.2 Tapes (charges only apply if this is selected as $30.00
10.5.5.3 Shippinq Charges (for tape defive ICE 3

10.6 Toll and Assistance Operator Services, Facility Based Providers,

10.6.1 - Per MessaqeOption A
Operator Handled Calling Card $1 .45 2
Machine Handled Calling Card $0.60 2
Station Call $1.50 2
Person Call $3.50 2
Connect to Directory Assistance $0.75 2
Busy Line Verify, per Call $0.72
Busy Line Interrupt $0.87
Operator Assistance, per Call $0.87 2

10.6.2 OptionB - Per Operator Work Second and Computer Handled Calls
Operator Handled, per Operator Work Second $0.181 2
Machine Handled, per Call $0.25 2

10.6.3 Call Branding, Set-Up & Recording $10,500.00 2
10.6.4 Loading BrandPer Switch $175.00 2

10.7 Access to Poles, Ducts, Conduits and Riqhts of Wav
10.7.1 Pole Inquiry Fee, per Mire $322.99 Kennedv
10.7.2 lnnerduct Inquiry Fee, per Mile $388.25 Kennedy
10.7.3 ROW Inquiry Fee $143.49 Kennedv
10.7.4 ROW Doc Prep Fee $143.49 Kennedy
10.7.5 Field Verification Fee, per Pole $35.87 Kennedy
10.7.6 Field Verification Fee, per Manhole $466.34 Kennedy
10.7.7 Planner Verification, Per Manhole $16.0C Kennedv
10.7.8 Manhole Verification Inspector Per Manhole $286.98 Kennedy
10.7.9 Manhole Make-Readylns tor, per Manhole $430.47 Kennedy
10.7.10 Pole Attachment Fee, per Foot, per Year $4.28 Kennedy
10.7.11 lnnerduct Occupancy Fee, per Foot, per Year $0.36 Kennedy
10.7.12 Access Agreement Consideration $10.00 Kennedy

a12.0 O rational Support Svstems
n12.1 Daily Usaqe Record File, r Record $0.000746 Bro fl

12.2 Trouble Isolation Charge Section 13,
Qwest's Arizona

Exchange arc
Network Services

Catalog

17.0 Bona Fide Request Process
17.1 Processinq Fee $2,410.58 Kennedy

4 ARIZONA RATES
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Reserved for future use
Market-based rates not proposed in Arizona Cost Docket (Consolidated Arbitration).
ICE, Individual Case Basis pricing.
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Arizona
Docket No. T-00000A--0-0194
ATAET 002-041

INTERVENOR : AT&T Communications of the Mountain States Inc .r

REQUEST NO 04.

RE: Collocatzion Cost study
Witness: Million

For each collocation arrangement: used in the cost study, please provide
the length of the ground cable between the floor ground and the collocation
space.

RES PONSE :

See Confidential Attachment A, "careless cello jobs.xls". Confidential
Attachment A is provided pursuant to the Confidentiality Agreement in this
proceeding.

Respondent: Jennifer Peppers, Cost Interface Manager, QWEST Corporation
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1 EXECUTIVE sU1vEv1ARy

2

3

4

My testimony addresses several engineering issues relating to Qwest

Corporation's ("Qwest") cost and pricing proposals for unbundled network elements

("UNEs"). Qwest's cost studies and pricing proposals are dependent upon engineering-

related assumptions about equipment and activities that are needed to provide UNEs.

As a telecommunications engineer with approximately 27 years of experience in the

industry, I am addressing these assumptions and demonstrating their reasonableness.

The first section of my testimony discusses the engineering assumptions that

Qwest uses in the Loop Module ("LoopMod") of the Integrated Cost Model ("ICE")

and demonstrates that, based on real-world experience, these assumptions are

reasonable. There are several points relating to these engineering assumptions that

should be emphasized:

5
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The engineering assumptions used in a cost model should be consistent with each

other and, in some respects, dependent upon each other. This type of consistency is

essential in planning, engineering, and building an actual network, and, therefore, it

should be essential to any cost model designed to replicate a network. The LoopMod

meets this requirement by using engineering assumptions that are consistent with each

other and by relying on assumptions that engineers would use in designing and building

a real-life network.

Qwest has iNcluded a user interface with the ICE that allows the user of the

model to modify the engineering and other input assumptions. This ability to modify

assumptions helps to ensure that the engineering assumptions in the model remain

consistent. If the user chooses to modify an input, he or she can modify a related input-

to maintain the necessary consistency.
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There are several important engineering assumptions in the LoopMod, but

assumptions that are of particular importance include: (1) the methods that are used ro

place cable, (2) the amount of cost sharing that is assumed to take place among utilities

in the placement of cables, sometimes referred to as structure sharing, and (3) the fill

factors or the assumed levels of utilization for certain equipment and facilities that are

in the network. My testimony provides a real-world engineering perspective for each of

these assumptions and emphasizes the following points :

• Cable Placement Activities

1
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LoopMod defines placement methods by Density Group

Example: Density Group 3 (urban single-family residential developments)

Trenching 25 %

Directional Boring 45%

Cut and Restore Sod 5%

Cut and Restore Asphalt 10%

Cut and Restore Concrete 5%

Hand Dig Trench 5%

Rocky Trench 5%

In a situation where the entire network is being replaced and rebuilt in the existing

environment with buildings, roads, houses, and yards remaining in place such as that

assumed in the LoopMod, cables will have to be placed around, under, or through

these existing structures. This reality has a direct effect on the types of placement

activities that a cost model should assume. For example, in the real world, engineers

often would choose placement methods that are least likely to interfere with existing

structures. Customers, governments, and the general public do not like it when

roads, yards, sidewalks, and other parts of the environment are tom up to permit
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cab le  to  be  p laced .  Fo r  th is  r eason ,  in  a r eas  tha t  have  r e la t i ve ly  h igh  popu la t ion

density, i t  is  appropr iate to assume the use of placement methods such as directional

bor ing and cut & restore that are less disruptive to the existing environment.

The placement methods that an engineer  chooses also are inter related. For  example,

i f  the  amount  o f  d i r ec t iona l  bor ing  is  r educed,  then  the  amount  o f  o ther  p lacement

methods, such as cut and restore, must be increased.

• St ructure  Shar ing

The  ex ten t  to  wh ich  a  te lephone  company  is  ab le  to  sha r e  the  cos ts  o f  p lac ing

cable s truc tures wi th  o ther  companies depends upon the method of p lacement and the

type  o f  a r ea  in  wh ich  the  cab les  a r e  be ing  p laced .  In  the  r ea l  wo r ld ,  the r e  a r e  ve r y

l imi ted  oppor tun i t ies  to  share  the  cos ts  o f  p lac ing  bur ied  and underground cab le  wi th

other  ut i l i ty  companies. To the l imited extent that shar ing is  possib le for  these methods

of p lacement, i t  is  typical ly  avai lable only in undeveloped areas where new construction

is taddng place. There are more oppor tunit ies to share the costs of p lac ing aer ia l  p lant,

a s  r e f l e c t e d  b y  t h e  e x i s t e n c e  o f  j o i n t  u s e  a g r e e m e n t s  a m o n g  u t i l i t y  c o m p a n i e s .

However ,  the  use  o f  aer ia l  p lan t  is  on  the  dec l ine  fo r  a  va r ie ty  o f  r easons  re la t ing  to

ma in tenance  and  aes the t ics .  The  LoopMod r e f lec ts  these  r ea l i t ies  w i th  the  fo l low ing

assumptions relating to cost shar ing:

•  Bu r ied  Cab le

•

Shar ing the costs  of p lac ing bur ied cable s tructures wi l l  occur ,

on average, about 20% of the time.

Sh a r in g  th e  c o s ts  o f  p la c in g  b u r ie d  c a b le  s t r u c tu r e s  o c c u r s

pr imar i ly  in undeveloped areas.

Cost shar ing for  placing bruted cable structures rarely occurs in

developed areas.
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• Aerial Cable Based on jo int use agreements between Qwest and other  ut i l i ty

companies, shading occurs approx imately  50% of the t ime with

pole structures.
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• Underground Cable - Sharing of conduit structures will occur about 5% of the

time.

It is important to recognize that the ability to share placement costs with other utility

companies depends in large part on whether the telephone company is able to time

the placement of its cable structures to coincide with the timing of cable placements

by other utilities. The telephone company often cannot delay placing facilities until

other utility companies are ready to do so, since held orders could result. As the

Commission decides on the appropriate assumptions for cost sharing, this important

consideration of timing and potential held orders should be kept in mind.

• Fill Factors

• Feeder Networks

Feeder Networks are planned, engineered, and built based on cable utilization fills.

Qwest monitors the feeder fills or utilization levels on its main distribution frames.

A 63% utilization of the cable at the main distribution frame represents an efficient

design of the outside plant network. Outside plant cable facilities are allocated in

twenty-five pair groups to feeder distribution interfaces. The utilization fill of the

cable at the main distribution frame represents an 85% utilization at the feeder

distribution interface. This is an efficient design of the outside plant network.

• Distribution Networks
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- Distribution networks are not planned, engineered, nor built based on fill factors.

- Distrllbution networks are planned for known and forecasted demands.

- Distribution networks are typically buried.

- Qwest's standard distribution cable sizing is three (3) pairs per home for Density

Groups 3 and 4, two (2) pairs per home/unit for Density Groups 1, 2 and 5.
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T h e  s e c o n d  p a r t  o f  my  te s t imo n y  a d d r e s s e s  e n g in e e r i n g  i s s u e s  r e la t i n g  to  l i n e

2 sharing. In this docket, Qwest is asldng the Commission to set prices for the two

3 t ypes  o f  a r ch i tec tu r e  tha t  Qwes t  in tends  to  use  in  i t s  cen t r a l  o f f i ces  and  tha t  the

4 compe t i t i ve  loca l  exchange  ca r r ie r s  ( "CLECs" )  and  da ta  loca l  exchange  ca r r ie r s

5 ( " D L E c s " )  h a v e  r e q u e s t e d  f o r  l i n e  s h a r i n g . These  d i f fe r en t  a r ch i tec tu r es  a r e

6 distinguished primarily by whether the splitter equipment needed for line sharing is

7 located inside or outside the collocation area. I describe the elements that are

8 required to  prov ide l ine shar ing and ident i fy  how those e lements  re la te  to  the costs

9 t h a t  Qwe s t  w i l l  i n c u r  to  p r o v id e  l i n e  s h a r i n g .  I  a l s o  e x p la in  th e  a d v a n ta g e s  a n d

10 disadvantages of each of the two types of architecture that the CLECs/DLECs have

11 requested. Finally, I address two categories of costs that ]LECs, such as Qwest,

12 could incur to deploy line sharing and, therefore, may recover from CLECs/DLECs.

13 These categories of costs relate to (1) cross connections (tie cables), and (2) splitters.

14

15

16

17

18

19

1. IDENTIFICATION OF WITNESS

Q- PLEASE STATE YOUR NAME, EMPLOYER AND BUSINESS ADDRESS.

20

21

22

My name is  James C.  Over ton .  I  am employed by  the  Qwest  Corpora t ion ,  as  a

D i r ec to r  in  the  Techn ica l  Regu la to r y  Gr oup ,  Loca l  Ne twor k  Or gan iza t ion .  My

business address is 700 W. Mineral Street, L itt leton, Colorado 80120.

23 Q- P L E A S E  D E S C R I B E  Y O UR  W O R K EXPERIENCE, TECHNICAL

24

A.

TRAINING, AND PRESENT RESPONSIBILITIES.
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I have been employed by Mountain Bell,

approximately 27 years. The positions I have held that are relevant to the issues

in this docket have included the Manager of Outside Plant Engineering for both

the states of Arizona and New Mexico in the Capacity Provisioning Engineering

Center. During this job assignment, Iras responsible for tracing and resolving

customer held orders, tracking expense and capital budgets, and hiring engineers

for the Capacity Provisioning Center. I was also the manager in the Central

Office Detailed Engineering Center. My job responsibilities included managing

the Records and Automation Department. As the manager of U S WEST

Installation Services, I directed the activities for placing switches, power plants,

frames, and transmission equipment in central offices throughout the U S

WEST region.
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U  S  W E S T  a n d  Q w e s t  f o r

13

14

15

16

17

18

I am presently a Director in the Technical Regulatory Group, Local Network

Organization. This responsibilities of this Group include developing strategies

to implement the unbundling of  Qwest's network as required by the

Telecommunications Act of 1996 ("the Act"). I provide technical and

regulatory support regarding sub-loop unbundling issues to the Qwest Network

and Policy and Law Departments.

19

20 11. OVERVIEW OF TESTIMONY

21

22 Q. PLEASE PROVIDE AN OVERVIEW OF YOUR TESTIMONY

23

24

25

26

A.

A.

The purpose of the first part of my testimony is to support the engineering input

assumptions in the LoopMod of Qwest's ICE, which is described by Dick

Buckley. I demonstrate that Qwest's engineering inputs are reasonable and

represent forward~1oo1dng engineering assumptions.
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It is  cr i t ical that a l l  the assumptions in a cost model are considered as a "whole"

and  tha t  they  be  in teg r a ted  and  cons is ten t  w i th  each  o the r . T h e  L o o p M o d

e n g in e e r i n g  a s s u mp t io n s  th a t  I  d i s c u s s  a r e  r e la te d  to  o n e  a n o th e r  a n d  a r e

cons is ten t .  I f  a  user  dec ides  to  change an  eng ineer ing  assumpt ion ,  the  o ther

engineer ing assumptions must be analyzed to  determine i f  they a lso should  be

mod i f i ed  to  ens u r e  c ons is tenc y . L o o p M o d  p e r m i t s  t h i s  p r o c e s s  b y  e a s i l y

al lowing users to modify  inputs and assumptions.

8

g

10

11

12

The purpose of the second par t of my testimony is to descr ibe the network designs

tha t  a re  appropr ia te  to  pe rmi t  compet i t i ve  1ocd  exchange  ca r r ie r s  ( "CLECs")

and  da ta  loca l  exchange  ca r r ie r s  ( "DLECs" )  to  engage  in  l i ne  sha r ing . M y

tes t imony a lso  descr ibes  the types o f  eng inee r ing  ac t i v i t i es  tha t  Qwes t  mus t

perform in response to requests for  l ine shar ing. .

13

14 Q- WHAT ARE SOME OF THE CRITICAL ENGINEERING INPUTS THAT

15 YOU ADDRESS IN YOUR TESTIMONY RELATING TO THE DESIGN AND

16 INSTALLATION OF FEEDER AND DISTRIBUTION PLANT?

17

18

19

20

21

22

23

The cr i t ica l  cos t model  inputs  and assumptions re la t ing to  the des ign of  feeder

and distr ibution plant are: (1)  the extent to which the te lephone company is  able

to  share the costs  o f  p lac ing cable s truc ture wi th  o ther  u t i l i ty  companies, o f ten

referred to as structure shar ing, (2)  the cable placement methods that are used to

construct a replacement network, and (3)  the t i l l  factors or  ut i l ization levels that

are assumed to exist in the network. address these issues in the testimony that

fo l l o ws .

24

A.
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1 111. STRUCTURE SHARING

2

3

4

5

6

7

8

9

10

11

12

13

14

PLEASE DESCRIBE WHAT IS MEANT BY THE TERM "STRUCTURE

SHARING."A. Structure sharing refers to the extent to which the

telephone company is able to share the costs of placing cable structures with

other utility companies. The ability to share these placement costs depends on

the method of placement and the type of area in which the cable is being placed.

As I discuss below, there are limited opportunities to share the costs of placing

buried cable and few opportunities to share the cost of placing underground

cable, which is cable that is enclosed in conduit and placed underground. There

are more opportunities to share the costs of placing aerial facilities, as Qwest

has joint use agreements with other utility companies relating to this type of

facility. The LoopMod properly reflects these different degrees of cost sharing

opportunities for these different types of cable placements.

15 Q. WHAT AMOUNT OF COST SHARING DOES LOOPMOD ASSUME FOR

16 THE PLACEMENT OF BURIED CABLE AND WHAT IS THE BASIS

17 FGR THAT ASSUMPTION?

18

19

20

21

22

23

24

25

26

27

A.

Q.

Qwest's input into LoopMod relating to cost sharing assumes that the telephone

company, on average, will bear 80 percent of the costs of placing buried cable,

while other utility companies will bear the other 20 percent. This assumption

realistically reflects the fact that the sharing among utility companies of trenches

that are used for buried cable occurs primarily in undeveloped areas where new

construction is occurring. With new construction, developers often provide a

trench for all utilities to use for placing their cable structures. By contrast, in

developed, e>dsting areas of the network, sharing rarely occurs because other

utility companies usually have their facilities in place already when the

telephone company is placing its facilities. Because other facilities usually have
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their  faci l i t ies already in place in developed areas, they have no reason to share

placement costs with the telephone company. In addition, if it happens that

another utility company is placing facilities in a developed area, it is rare that

the utility is placing its facilities at the same time that the telephone company is

placing its facilities. If it happens that another utility may be placing cables in

an area that is already developed, the telephone company usually does not have

the luxury of waiting for that utility to place its facilities so that sharing may

occur. Waiting to place facilities can lead to held orders, and that is a result that

the telephone company must avoid.

10

11 Q- WHAT ARE YOUR ACTUAL EXPERIENCES WITH 'PLACING BURIED

12 CABLES IN SHARED TRENCHES?

13

14

15

16

17

18

19

20

21

22

23

24

25

26

A. My actual experience in the field confirms the reasonableness of Qwest's

assumption that the telephone company will pay, on average, 80 percent of the

costs of placing buried cables. In developed areas, it is very rare that another

utility company is placing buried facilities at the same time the telephone

company. As a result, sharing opportunities are rarely available in these areas.

The only realistic sharing opportunities for cables placed in trenches occur in

undeveloped areas where new construction is occurring. In those situations, it is

not unusual for a developer to provide a common trench that utilities use to

place their facilities together. hi the type of network rebuild that a TELRIC

study assumes, most of the facilities will be placed in existing, developed areas,

not in areas of new construction. In addition, in a TELRIC study, it is only the

telephone network that is being built, not the networks of other utility

companies. As a result, other utility companies already have their facilities in

place and, therefore, have nothing to place and no costs to share.

as.
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A N D  H O W  D O E S  I T  R E L A T E

2 TO THE PROPER COST SHARING PERCENTAGE FOR BURIED

3 CABLE?

4

5

6

7

8

9

10

11

12

13

14

15

16

Direct buried cable is cable that is directly buried into the ground through the

use of a piece of a mechanical piece of equipment. The equipment literally

pushes the cable into the ground. This method of placing cable is cost-efficient,

since it avoids the costs that are associated with digging and back-filling

trenches. This method of placing buried cable is often used in areas where

ground and soil conditions permit pushing cable into the ground without digging

trenches. When the direct buried method of placement is used, cost sharing

typically is not available since only one cable is placed at a time with the

equipment that is used. Even without the availability of cost sharing, this

method of placement is cost-efficient because of the trenching costs it avoids. A

proper cost sharing assumption for buried cable should take into consideration

the use of the direct plowing method and the lack of cost sharing opportunities

that are available with this method.

Q- WHAT WOULD THE RAMIFICATIONS BE IF THE SHARING

ASSUl\/IPTION IN LOOPMOD FOR BURIED CABLE WERE INCREASED?

17

18

19

20

21

22

23

24

25

26

27

A.

A.

First, I do not believe Ir would be consistent with real-world experience or with a

TELRIC replacement network to assume that the telephone company would pay less

than 80 percent of the costs of placing buried cable. But, if it were assumed that the

telephone company would pay less than 80 percent of the costs because of increased

sharing with other utilities, it must also be recognized that held orders likely would

result. This result would occur because the telephone company would have to wait

for other utilities to place their buried facilities, and that waiting leads to held

orders.
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1 Q. WHAT IS THE PROPER AMOUNT OF COST SHARING FOR AERIAL

2 FACILITIES THAT ARE PLACED ON POLES?

3

4

5

6

Qwest incurs about 50% of the total cost required to support its poles for aerial

cables. In other words, it is realistic to assume that Qwest will be able to share

about 50% of the costs associated with pole structures used to place aerial cable.

This engineering assumption is reflected in the LoopMod cost model.

7

8 Q. WHAT IS THE PROPER AMOUNT OF COST SHARING FOR THE

9 PLACEMENT OF UNDERGROUND CABLE IN CONDUIT?

10

11

12

13

14

15

16

17

18

19

20

21

22

23

The opportunities to share the costs of placing underground cable in conduit are

very limited. LoopMod properly reflects that cost sharing for conduit structures

occurs no more than 5%percent of the time. This input represents the small

amount of conduit that is shared today and is likely to be shared in the future

with other telecoimnunications providers. It is very infrequent that another

service provider would want to share the cost of performing duct placement.

Normally, Qwest assumes all of the responsibility of engineering, constructing,

maintaining and repairing the conduit structure. Qwest cannot share its conduit

with power companies. Telephone and power networks are designed

differently. A power station is typically located on the outsldrts of a city, while

a telephone central office is located in the center of the city. Normally, this

leaves little, if any, opportunity to utilize each other's conduit. The high voltage

of power lines also creates potential safety hazards to Qwest's technicians who

are trained to work on low DC Voltage Circuits.

1

24

25

26

Q-

A.

A.

PLEASE SUMMARIZE YOUR TESTIMONY REGARDING THE

SHARING ASSUMPTIONS.
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The Qwest 's I C E  L o o p M o d assumes that the te lephone company wi l l  incur  80%

of the cost of p lac ing bur ied cable, 50% of the cost of po le s tructures and 95% of

th e  c o s t  o f  c o n d u i t  i n  th e  n e two r k .  T h e  c o s t  mo d e l  i n p u ts  a r e  r e a s o n a b le  a n d

reflect the construction methods that Qwest would use to rebui ld the outs ide plant

1

2

3

4

5

6

7

ne twork .

Q- IN CONNECTION WITH COST SHARING, PLEASE DISCUSS THE

8 EXTENT TO WHICH IT SHOULD BE ASSUMED THAT AERIAL

g CABLES ARE BEING USED.

10

11

A. I n  A r i z o n a ,  a e r i a l  c a b le  a c c o u n ts  f o r  a p p r o x ima te l y  1 7 %  o f  t h e  t o ta l  c a b le

footage located throughout the state.

12

13 Q- DOES AERIAL PLANT PROVIDE THE SAME QUALITY UF SERVICE

14 AS BURIED AND UNDERGROUND PLANT?

15

16

17

18

19

20

21

22

28

24

25

A. N o . A e r i a l  p l a n t  i s  p r o n e  t o  s e r v i c e  i n t e m l p t i o n s  c a u s e d  b y  v a r y i n g

c ircumstances. Some examples of these c ircumstances are wind, ra in, l ight ing,

squir rels, bullet and pellet damage, and auto accidents. Weather  damage is less

l ike ly  to  occur  wi th  bur ied or  underground p lant because the Qwest cab les  are

not exposed. Good examples of the havoc weather  can have on aer ia l  p lant are

the ice and snowstorms that per iodical ly  occur , in locations such as Sedona and

F lags ta f f .  No t  on ly  i s  loca l i zed  wea the r  damage  poss ib le  because  o f  seve r e

storms, but entire spans of aerial line may topple ding ice stones or blizzards,

when accompanied by h igh winds. In  rura l  areas, mi le  a f ter  mi le  o f  aer ia l  l ines

can fa l l  because o f  h igh winds when they  are  weighted down wi th  ice  or  snow.

E l e c t r i c a l  l i n e s  d a m a g e d  b y  h a r s h  w e a t h e r  c o u l d  t o p p l e  b r i n g i n g  d o w n
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te lephone  l ines  tha t  share  common po les .  h i  add i t ion ,  many  commun i t ies  a re

opposed to the use of aerial plant because of aesthetic concerns.

3

4 w. CABLE PLACING ACTIVITIES

5

6 Q- PLEASE DES CRIBE THE CABLE PLACEMENT METHODS REQUIRED

7 IN A TELRIC MODEL?

v

8

9

10

11

12

13

14

15

16

17

18

The ICE LoopMod spec i f ica l ly  ident i t ies  the var ious  construc t ion methods that

w i l l  b e  r e q u i r e d ,  b y  d e n s i t y  g r o u p ,  t o  r e b u i l d  a  n e tw o r k s  F o r  e x a mp le ,  d i e

de fau l t  p lacemen t  inpu ts  fo r  dens i ty  g r oup  3  ( s ing le  fami ly  sub - d iv is ions )  in

LoopMod are:  t rench and backf i l l  -  25%, cut  & res tore  concrete  -  5%, hand d ig

t r ench  -  5%, d i r ec t iona l  bore  cab le  -  45%, cu t  &  res to re  aspha l t  -  10%, cu t  &

res tore  sod -  5%. Since construc t ion wi l l  be  requ ired in  areas that  are  a l ready

developed, Qwest would be required to per form cuts in ex is t ing landscapes and

r e s to r e  t h e  l a n d s c a p e  to  i t s  o r i g i n a l  f o r m . D i r e c t i o n a l  b o r i n g  m e t h o d s  o f

c o n s t r u c t i o n  wo u ld  a l s o  h a v e  to  b e  u t i l i z e d . T h e  u s e  o f  d i r e c t i o n a l  b o r i n g

avoids the costs that are associated with digging up roads, sidewalks, yards, and

similar  structures and restor ing them to their  or iginal form.

19

20 Q. WHY IS IT IMPORTANT TO UNDERSTAND THE

21 INTERRELATIONSHIP OF THESE CONSTRUCTION METHODS?

22

23

24

25

A.

A.

I t  is  impor tant that the most appropr ia te and real is t ic  construct ion methods are

se lec ted .  Other w ise ,  the  ou tpu t  f r om the  ICE LoopMod w i l l  no t  r ep r esen t  the

true costs of constructing faci l i t ies in an existing area. If  the inputs are modif ied

and do  no t  accura te ly  represent  the  cons truc t ion  ac t iv i ty  tha t  is  r equ i red  in  a
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given area, the resul t  wi l l  generate costs  for  unbundled loops that do not cover

the  ac tua l  cos t  to  cons t r uc t  these  loops .  Fo r  examp le ,  i f  the  cos t  mode l  use r

reduces the amount of bor ing in ex is t ing neighborhoods, then some other , more

d i f f i c u l t  m e t h o d  o f  c o n s t r u c t i o n  w i l l  b e  r e q u i r e d  i n  o r d e r  t o  c o m p l e t e  t h e

construction and restore the existing yards to their  or iginal condition.

6

7 Q- QWEST HAS STATED THAT ITS EXPERIENCE IN BUILDING ITS

8 BROADBAND NETWORK IN OMAHA, NEBRASKA WAS USED IN THE

9 DEVELOPMENT OF CERTAIN ENGINEERING INPUT ASSUMPT1()NS_

10 PLEASE EXPLAIN HOW THE OMAHA EXPERIENCE WAS USED.

11

12

13

14

F i r s t ,  i t  i s  i m p o r t a n t  t o  u n d e r s t a n d  t h a t  Q w e s t ' s  i n p u t  a s s u m p t i o n s  w e r e

i n f l u e n c e d  f r o m  th e  O ma h a  e x p e r i e n c e  o n l y  i n  r e s p e c t  t o  t h e  c o n s t r u c t i o n

methods, which were required. Qwest has not used any costs incurred in Omaha

as a basis for  its cost assumptions in its model.

15

16

17

18

19

20

21

When Qwes t  bu i l t  i ts  b roadband  ne twork  in  Omaha,  the  eng ineer ing  tha t  was

done c lear ly  dep ic ted what wou ldoccur  in  a  comple te ly  rebu i l t  ne twork .  Qwest

comple te ly  over -bu i l t ,  o r  rep laced,  i ts  ex is t ing  te lecommunica t ions  ne twork  in

the  a reas  where  the  b roadband  ne twork  was  dep loyed .  Pr io r  to  th is ,  Qwes t 's

e x p e r i e n c e  w i th  r e p la c in g  a n  e x i s t i n g  n e tw o r k  w a s  l im i te d  to  mu c h  s ma l l e r

geographic areas where rehabil i tat ion of existing faci l i t ies was per formed,

22

23

24

25

A.

When Qwest s tar ted bu i ld ing i ts  network  in  ex is t ing res ident ia l  a reas ,  not  on ly

d id  i t  ' enc oun te r  v e r y  d i f f i c u l t  p lac emen t  c ond i t i ons  due  to  hav ing  to .  p lac e

fac i l i t ies  under  s t r ee ts  and  roadways ,  bu t  they  c lear ly  encoun te red  cus tomer
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dissat is fact ion and many compla ints  from i ts  use of construct ion methods which

d is rupted and des troyed landscap ing and cus tomers  proper ty  such aS fences ,

rock  gardens, e tc .  Qwest qu ick ly  learned that construc t ion methods ca l led "cut

and  r es to re "  ( i .e . ,  t r ench ing  bur ied  cab les  and  r es to r ing  the  landscap ing  and

p r o p e r t y  t o  i t s  o r i g i n a l  c o n d i t i o n )  d i d  n o t  m e e t  t h e  e x p e c t a t i o n s  o f  O m a h a

residents.

7

8

9

10

11

12

Qwest then changed i ts  cons truc t ion  methods  to  inc lude the  use o f  d i rec t iona l

bor ing in the p lacement of i ts  bur ied cable systems. By us ing d irect ional bor ing,

i t  was  ab le  to place i ts  cable infrastructure under  s treets, s idewalks, dr iveways

a n d  c u s to me r s '  l a n d s c a p in g  w i t h o u t  t h e  d i s r u p t i o n s  a n d  d e s t r u c t i o n  t h a t  i t

previously encountered. This is  the same, as we would do today.

13

14 Q- ARE YOU AWARE OF ANY OTHER COMPAN1ES THAT HAVE

15 SIMILAR EXPERIENCES SUCH AS YOU DESCRIBED WITH QWEST

16 IN OMAHA, NEBRASKA?

17

18

19

20

Yes. Qwest representatives spoke with three TCI employees (now AT&T

Broadband) who were involved with rebuilding of its facilities in Bismark,

North Dakota. They experienced the need to use construction methods very

similar to those used by Qwest in Omaha, Nebraska.

Q- PLEASE DESCRIBE solvlE OF THE CONSTRUCTION METHODS USED

BY TCI (NOW AT&T BROADBAND) THAT ARE SIMILAR TO WHAT

QWEST USES IN ITS COST STUDY.

21

22

23

24

25 A.

A.

Twill summarize several points of that discussion categorized by topic:
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Structure Sharing

* The majority of joint trenching opportunities was in new developments.

* The opportunity for sharing of buried trenches is infrequent in rebuild situations

because there are few locations where more than one utility has a need to place

facilities at the same time.

* The electric company was performing some rebuilds in the area, but were using a

front lot feed design which didn't follow TCI cable television design. TCI felt that

they would double the required amount of distribution facilities if they used front lot

feed design.

Of that, it is estimated that about 5 miles was shared with the electric

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

* When placing facilities in the same trench as the power company, the power

company prefers a buffer space between the two cables of 10 to 12 inches. The

power company's cables vary in depth from 24 to 40 inches. TCI's fiber optic cable

is placed at a depth of at least 36 inches.

* The TCI rebuild in North Dakota included approximately 220 miles of buried

cable.

company.

Buried Placement Methods

* Boring was used to place about one-half of the 220 miles of buried cable in North

Dakota.

* The contractors hired to do the work generally used pneumatic boring when

boring was required.

* Most of the remaining 50% of the buried cable placed using small vibratory

plows.

* The contractors used plowing where there was access for the equipment.

* The TCI project in North Dakota did not use very much trenching of its buried

cable. .

*~.
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1 V. Summary of Testimony on the ICE LOOPMOD

2

3

4

5

6

7

8

9

10

11

Q- PLEASE SUMMARIZE YOUR TESTIMONY ON THE ICE LOOPMOD_

A. The ICE LoopMod uses valid and realistic engineering input assumptions.

Furthermore, the developers of the ICE LoopMod have made a concerted effort to

use engineering input assumptions that are interrelated to build a network that truly

works. For example, there are enough feeder facilities in the cost models to support

the number of worldng lines in the distribution areas, or Density Groups, which are

built. All of the engineering inputs are consistent and reasonable, and represent the

actual methods that would be required to completely rebuild an outside plant

network.

.
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1

2

3

VI. LINE SHARING DESCRIPTION AND BACKGROUND

4 Q. PLEASE BRIEFLY EXPLAIN WHAT LINE SHARING MEANS.

5 Line sharing is the joint and simultaneous use by two different

6 telecommunications carriers of distinct frequency ranges of one loop. In a line

7 sharing arrangement, Qwest provides voice service to the end-user using the voice

8 band frequencies, while the CLEC/DLEC provides data service on the frequency

9 range above the voice band. Through the separation of the voice frequency from

10 the data frequency, one loop can carry both voice and data traffic simultaneously

11 and, potentially, each type of traffic could be carried by a different

12 telecommunications carrier.

13 -Hz ,

14 At present, however, line sharing only is possible in situations where

15 CLECs/DLECs intend to provide a data service that does not significantly degrade

16 the voice service being provided by ILE Cs. Given current technology, many types

17 of data services, including SDSL and HDSL, cause unacceptable levels of

18 interference to voice service being carried on shared lines. The FCC recognized

19 this in the Line Sharing Order and detennined that only three types of data

20 services, including ADSL, currently are compatible with voice service in a line

21 sharing environment. Line Sharing Order (CC Docket No. 98-147) at <II7 1 .

22

A.
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A normal voice call comes in to the central office from a home, business, or other

4 outside location on a loop that, depending on the type of frame located in the

5 central office, is connected to a cosmlc' frame or Main Distribution Frame

6 ("MDF"). On the frame, the voice call is cross-connected to either the Office

7 Equipment ("OE") side of the COSMIC or MDF, or connected through an

8 Intermediate Distribution Frame ("IF") to the OE. From there, the voice call is

g routed ro the switch, which is connected to the Public Switched Telephone

10 Network ("PSTN"), thereby allowing the call to route to its intended destination.

11

12

13

14

15

Q. PLEASE DESCRIBE HOW A TRADITIONAL VOICE CALL IS ROUTED

FOR A CLEC/DLEC THAT HAS COLLOCATED WITHIN A CENTRAL

OFFICE.
When a CLEC/DLEC is collocated, a voice call comes in to the central office

16 from a home, business, or other outside location on a loop to the COSMIC or

17 MDF, just as in the normal course. However, from the COSMIC or MDF, the call

18 is either cross connected to an IF and then routed to the CLEC/DLEC's

19 collocation area, or it goes directly from the COSMIC or MDF to the

20 CLEC/DLEC's collocation area. The equipment in the collocation area is then

21 connected to the office equipment of the CLEC/DLEC.

22

1 COSMIC is a trademark of LUCENT Technologies

A.

A.
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1

2

3

4

Q. PLEASE DESCRIBE HOW A VOICE AND DATA TRANSMISSION

ROUTE THROUGH THE NETWORK IN A LINE SHARING

ARRANGEMENT.

Line sharing introduces new, unique requirements upon all parties involved in this

5 type of arrangement. New equipment, cross connects, systems, and other

6 complexities are introduced into the network in order to route voice and data

7 traffic separately in a line sharing environment.

8

9 Generally, in a line sharing arrangement, the loop comes in to the central office

10 from a home, business, or some other outside location and connects to the

11 COSMIC or MDF. From there, however, things begin to change. The loop then

12 is cross-connected and routed to an IF, which, in turn, is cross connected and

13 then routed to a "POTS splitter." The POTS splitter literally splits the voice and

14 data traffic into two distinct transmissions, thereby allowing the voice and data

15 traffic to be routed to Qwest and the data traffic to the CLEC/DLEC. The data

16 traffic is then routed to the CLEC/DLEC collocation area. The voice traffic is

17 routed back through the IF, to the OE side of the COSMIC or MDF, and then to

Q

18 the Qwest switch

19

20

21

22

Q. PLEASE DESCRIBE THE PRIMARY PIECE OF EQUIPMENT THAT

"SPLITS" THE VOICE AND DATA TRAFFIC.

As described above, this device is referred to as a POTS splitter, it resides at both

23

A.

A.

the central office and end-user location. The POTS splitter allows the copper loop
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to be used for  s imultaneous voice and data transmission by different

2 telecommunications carriers. POTS splitters usually come in two configurations:

3 (1) a single splitter version designed for mounting at the end-user premise, and (2)

4 a multiple splitter version designed for mass termination at the central office.

5 A POTS splitter is a passive device, meaning it does not require power. POTS

6 splitters have bays, each of which can contain eight shelves or panels. Each shelf

7 typically can accommodate 96 shared lines, however, this will vary depending on

8 the manufacturer of the POTS splitter. As stated, POTS splitters do not require

g external power to work, yet they still support lifeline services, suclras 911, in the

10 event of a power loss.

11

12

13

VII. NETWORK ARCHITECTURE

14

15

16

17

Q. WHAT IS THE PRINCIPAL DECISION REGARDING NETWORK

ARCHITECTURE THAT MUST BE MADE TO IMPLEMENT LINE

SHARING?

The pr incipal decis ion regarding l ine shar ing network architecture is  where to place

18 the POTS splitter within the central office. There generally are three options: (1)

19 placement of the splitter in a common area, (2) placement of the splitter on an

20 IF, (3) placement of the splitter on an MDF. In addition to these options the

21 CLEC/DLEC can choose placement of the POTS splitter in the CLEC/DLEC's

22 collocation area. Each alternative has unique costs, requirements, and benefits.

23

A.
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DESCRIBE T H E  N E T W O R K  A R C H I T E C T U R E AND EQUIPMENT

NEEDED TO PLACE THE POTS SPLITTER IN A COMMON AREA OF

THE CENTRAL OFFICE.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

When the POTS splitter is placed in a common area of the central office, the shared

loop comes in to the central off ice from an end-user premise and connects to the

COSMIC or MDF. The shared loop then is cross connected to an IF which is,  in

tum, cross connected to a POTS splitter located in a common area.  At the POTS

splitter, the voice traffic is split from the data traffic, and the data traffic is routed

back to an IF where it is cross connected to a DSLAM, which provides high speed

data transmission and is located in the collocation area of the CLEC/DLEC. From

there, the da ta  t r a f f i c is routed to its intended destination over the CLEC/DLEC's

network.  The voice  traf f ic  a lso is  routed  f rom the  POTS spl i t ter  back to an IF,

but ,  f rom there ,  i t  i s  c ross-connected  back to  the COSMIC or  MDF. At  the

COSMIC or MDF, the voice t r a f f i c is cross-connected to a switch for routing to its

intended destination over the PSTN.

In this configuration, up to six cables, therefore, must be placed in the central office:

18 (1)  the  f i r st  be tween the  COSMIC or  MDF and  the  IF for  both voice  and  data

19 t r a f f i c  ( c a l l e d Interconnection Tie Pairs-ITPs),  (2) the second between the IF and

20 the POTS splitter for both voice and data t r a f f i c (included in the cost of the splitter

21 options),  (3) the third between the POTS splitter and the IF (or collocation area)

22 for data traffic, (4) depending on the option chosen, possibly the fourth between the

23 IF and the collocation area of the CLEC/DLEC for data traffic (a termination), (5)

24 the f if th between the POTS split ter  and the IF for voice traf f ic  ( inc luded in the

25 cost of the splitter options): and (6) the sixth between the I F and the COSMIC or

26

A.

MDF for voice traff ic(an ITS).  Four cross-connects,  three additional termination
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blocks so are required, and space is  required for  p lacement of the POTS spl i t ter .

2 Most of the necessary cabl ing would need to be purchased and insta l led as wel l  as

3 the POTS splitters. A11 of these facilities will require significant effort and cost to

4 install. Graphical depictions of the various options can be found in the Exhibits to

5 the testimony of Ms. Teresa Million.

6

7 Using the architecture where the POTS splitter is placed in a common area, the

8 CLEC/DLEC can purchase the POTS splitter or ask QWEST to purchase it

9 subject to re imbursement. In e ither  case, QWEST is  responsible for  instal l ing the

10 POTS splitter in the common area. Qwest also has responsibility for maintenance

11 and repair of the POTS splitter. The CLEC/DLEC must make special

12 arrangements for test access ro the POTS splitter.

13

14

15

16

17

Q- DESCRIBE THE NETWORK ARCHITECTURE AND EQUIPMENT

NEEDED TO PLACE THE POTS SPLITTER IN THE COLLOCATION

AREA OF THE CLEC/DLEC.

Placement of the POTS splitter in the collocationarea of the CLEC/DLEC is

18 much less complicated as compared with placing the splitter in a common area of

19 the central off ice, because i t  requires plac ing s ignif icantly  less equipment in the

20 central off ice and, hence, involves substantia l ly  less instal lat ion t ime. For  th is

21 reason, this architecture results in shorter implementation time frames and

22 significantly less cost.

23

A.

v
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When the P OT S spl i t ter  is  p laced in the col location area of the CLEC/DLEC, the

2 shared loop comes in ro the central office from an end-user premise and connects

3 to the COSMIC or MDF. The loop is then cross connected and routed to an IF

4 which, in tum, is cross connected and routed to a POTS splitter  located in the

5 CLEC/DLEC's collocation area. At the POTS splitter, the voice traffic is split

6 from the data traff ic , and the data traff ic  is  routed through a DSLAM to i ts

7 in tended dest inat ion over  the CLEC/DLEC's  network .  The vo ice t ra f f ic ,  on the

8 other hand, is routed back to the COSMIC or MDF via an IF. From the

9 COSMIC OI' MDF, the voice traff ic  is  cross-connected to a switch f6r routing to

10 its intended destination over the PSTN.

11

12 This architecture, therefore, requires placement of only four cables: (1) the first

13 between the COSMIC or MDF and the ICDF (an ITS); (2) the second from the

14 ICDF to the POTS splitter for both voice and data traffic (a termination); (3) the

15 third between the POTS splitter and the ICDF(termination), and (4) the fourth to

16 the COSMIC or MDF for voice traffic (an ITS). Four cross -connects and

17 termination blocks also are required. Much of the cabling, however, already is in

18 place in many central offices and will not require additional effort or cost to

19 install. This is because ImPs and Terminations are commonly used unbundled

20 network elements of any type of collocation.

21
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Using the arch i tec ture in  which the POTS spl i t ter  is  located in  the CLEC/DLEC's

2 collocation area, the CLEC/DELC purchases and installs the POTS splitter within

3 the collocation area, and Ir has responsibility for maintenance and repair of the

4 splitter. With this architecture, therefore, the CLEC/DLEC has the ability to

5 install its own test access devices and has complete control over acquisition and

6 installation of the POTS splitters. This architecture affords the CLEC/DLEC the

7 ability to control its relationship with its end-users, reducing reliance on Qwest.

8 The use of this architecture should increase the speed to market of the

9 CLEC/DLEC, thereby facilitating greater competition, and it could improve the

10 end-user experience.

11

12 VIII. CROSS CONNECTS

13

14 Q. DOES THE FCC RECOGNIZE THAT QWEST CAN RECOVER COSTS

15 ASSOCIATED wITH INSTALLING CROSS-CONNECTS?

16 Yes. In the Line Sharing Order, the FCC stated at paragraph 145 :

17

18

19

20

21

22

23

24

25

26

27

28

A.

"We would expect that the costs of installing cross connects
for XDSL services in general would be the same as for
cross connecting loops to the competitive LECs' collocated
facilities, particularly where the splitter is located within
the incumbent LEC's MDF. Accordingly, we find it
reasonable to establish a presumption that, where the
splitter is located within the incumbent LECs' MDF, the
cost for a cross connect for entire loops and for the high
frequency portion of loops should be the same. We would
expect the states to examine carefully any assessment of
costs for cross connections for DSL services that are in
excess of the costs of connecting loops to a competitive
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1

2

3

4

LECs' collocated facilities where the splitter is located
within the MDF.

In malting this statement, the FCC assumed that the splitter would be located

5 "within" the ILE Cs' MDF or, presumably, the COSMIC. In most instances, the

6 CLEC/DLEC has chosen a bay mounted type of splitter that will be located in

7 close proximity to the IF. Thus, the alternative suggested by the FCC in the

8 Line Sharing Order is implicated. With respect to this alternative, the FCC stated

9 at paragraph 145 that:

"If the splitter is not located within the incumbent LEC's
MDF, however, then we would expect the states to allow
the incumbent LEC to adjust the charge for cross
connecting the competitive LEC's DSL equipment to the
incumbent LECs' facilities to reflect any cost differences
arising from the different location of the splitter, compared
to the MDF. We would expect that this amount would be
only minimally higher than for cross connecting a splitter
located within the MDF to the competitive LEC's DSL
equipment."

10

11

12

13

14

15

16

17

18

19

20

21

22

This is exactly what Qwest seeks to do here.

23

24 Q PLEASE DESCRIBE THE PLACEMENT AND NUMBER OF CROSS-

25 CONNECTS NECESSARY TO IMPLEMENT EACH NETWORK

26 ARCHITECTURE (POTS SPLITTER IN COMMON AREA OR

27 COLLOCATION SPACE) DESCRIBED ABOVE.

28 As described above, when the POTS splitter is placed in a common area, a total of

29 four cross -connects, as many as six cables and three termination blocks, are

30

A.

required to implement line sharing. By contrast, when the POTS splitter is placed
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in the col location area of the CLEC/DLEC, four -  cross connects, as wel l  as four

2 cables and two termination blocks, are required. The cost of cross connects and

3 related equipment, therefore, is significantly less when the POTS splitter is placed

4 in the collocation area of the CLEC/DLEC.

5

6 IX. SPLITTERS

7

8

g

10

11

12

13

14

15

Q. PLEASE LIST THE TERMS AND CONDITIONS THAT QWEST AND

THE CLEC/DLECs HAVE AGREED UPON FDR POTS SPLITTER

COLLOCATION.

Qwest and the CLEC/DLECs spent a substantial amount of time prior to execution

of the Line Sharing Stipulation discussing how to best implement line sharing. The

following summary constitutes the agreement that was reached in the agreement vis-

a-vis placement of the POTS splitter:

l . The CLEC/DLEC has the option to purchase the POTS splitter of its

16 choice or to have Qwest purchase the splitter on its behalf. If Qwest

17 purchases the POTS splitter on behalf of the CLEC/DLEC, the

18 CLEC/DLEC must reimburse Qwest for the cost of the POTS splitter.

19 Regardless whether  Qwest or  the CLEC/DLEC purchases the POTS

20 splitter, the POTS splitter selected will meet one of the following criteria:

21 the POTS splitter must have been tested during Lab and Field

r

22

A.

2.

a.

Tests 7
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T h e  P O T S  s p l i t t e r  m u s t  m e e t  t h e  re q u i re m e n t s  f o r  c e n t ra l  o f f i c e

2 equipment collocation set by the FCC in its March 31, 1999 order

3 in CC Docket No. 98-147.

4 A minimum of one shelf order increment per CLEC is required based on

5 splitter specifications. A bay will house up to eight shelves of splitters. By

6 ordering a shelf at a time, a bay will accommodate more than one CLEC.

7 Qwest will install and maintain the POTS splitters.

8 The CLEC/DLEC will provide the POTS splitter to Qwest at no cost.

g Qwest will engineer and install the POTS splitter in close proximity to an

10 IF to allow for shorter cables between the IF and POTS splitter.

11 The CLEC/DLEC has the option of purchasing the requisite cabling for

12 itself, provided the cable is given to Qwest for installation, or it may ask

13 Qwest to purchase the cabling.

14 Cables on the Qwest side of the IF will be Shielded Category 3 cables to

15 reduce the possibility of spectrum interference.

16 Qwest will provide the CLEC/DLEC with Carrier Facility Assignment

17 ("CFA") 15 days prior to the Ready For Service ("RFS") date of the POTS

18 splitter.

19 10. Qwest may co-mingle several CLEC/DLEC POTS splitters in a single bay

20 in order to maximize space availability.

21 11. The CLEC/DLEC may choose to utilize existing cables that run from its

22

9.

8.

7.

6.

4.

5.

3.

collocation area to the IF (i.e., terminations) to support line sharing

b.
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a r r a n g e m e n t s .  T h i s  w i l l  r e d u c e  t h e  t i m e  a n d  c o s t  t o  i m p l e m e n t  l i n e

2 sharing.

3 12. Qwest must engineer and install cable from: (1) the POTS splitter to the

4 COSMIC or MDF for voice traffic; (2) the COSMIC or MDF to the POTS

5 splitter for both voice and data traffic; and (3) the POTS splitter to the IF

6 for data traffic. To expedite line sharing provisioning, Qwest has agreed to

7 administer all cross -connects.

8 13. The CLEC/DLEC will provide Qwest with cross connect information,

9 CFA, on its side of the IF to enable Qwest to perform the cross connects.

10 14. The test point access for the CLEC/DLEC will be at the DMARC point on

11 the POTS splitter. The DMARC is the data cable from the POTS splitter

12 back to the IF.

13

14

15 Q- IF THE POTS SPLITTER IS TO BE PLACED IN A COMIVIGN AREA OF

16 THE CENTRAL OFFICE HOW DOES A CLEC/DLEC REQUEST POTS

17 SPLITTER PLACEMENT?

18 To initiate POTS splitter placement, the CLEC/DLEC must submit an application

19 form to Qwest requesting line sharing. The CLEC/DLEC must provide the

20 following standard information ro Qwest on the application form:

21 The identity of the party that will provide the requisite cable and POTS

22

A.

1.

sp1itter(s) .
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T he  m anu f ac t u re r  nam e  and  se r i a l  num ber  f o r  t he  P O T S  sp1 i t t e r (s ) .

2 The number of POTS splitters to be placed in the central office.

3 The CLEC/DLEC's forecasted line sharing requirements.

4 The CLEC/DLEC's shelf requirements for the POTS sp1itter(s).

5 The CLEC/DLEC's cable requirements, whether they are new or existing

6 cables, to support the POTS splitter placement. If the CLEC/DLEC intends

7 to reuse cables, the CLEC/DLEC must identify the intended cable pairs

8 and their CFA assignments, as well as whether it wants the cable to be

9 shielded.

10 Any special cable requirements .

11

12 If placement of the splitter collocation is feasible in the subject central office,

13 Qwest prepares a quote showing the charge for the placement. Before Qwest will

14 begin installation of the POTS splitter, the CLEC/DLEC must pay 100 percent of

15 the quote in advance.

16

17 Obviously, the CLEC/DLEC will not need to submit an application for POTS

18 splitter collocation in central offices where the POTS splitter will be placed in its

19 collocation area. If the CLEC/DLEC needs additional collocation space to

20 accommodate placement of a POTS splitter, it will have to submit a standard

21 collocation request.

22

7 .

6.

5.

4.

3.

2.
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1 x . THE WORK NEEDED TO COMPLETE SPLITTER COLLOCATION

2

3 Q- PLEASE DESCRIBE THE PRELIMINARY ENGINEERING THAT

4 QWEST MUST PERFORM FOR SPLITTER COLLOCATION, AND

5 STATE THE AMOUNT OF TIME THAT IS REQUIRED TO COMPLETE

6 THIS WORK.

7 When Qwest receives a request for splitter collocation, it must begin the job by

8 having an in-house "detail engineer" retrieve from a database detailed drawings of

9 the central office where the collocation has been requested. These drawings

10 identify where equipment is located in the central office, including, for example,

11 cable racldng that may be used for splitter collocation. The drawings also indicate

12 the type of equipment that is in a central office. For example, the drawings show

13 the type of bay equipment in a central office. The detail engineer looks at the type

14 of bay equipment to determine if extenders may be needed to carry out the splitter

15 collocation. After retrieving the drawings, the detail engineer determines whether

16 there are any ongoing construction or engineering jobs at the central office that

17 should be included in the drawings. If there are jobs that are in progress, the

18 detail engineer marks up the drawings to reflect these jobs and their location

19 within the central office. Ir is essential to reflect any ongoing jobs in the central

20 office, as those jobs may affect the configuration of the splitter collocation.

21

A.
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M y  d i s c u s s i o n s  w i t h  t h e  d e t a i l  e n g i n e e r s  w h o  h a v e  w o r k e d  o n  t h e  s p l i t t e r

2 collocations within Qwest's territory establish that the preliminary engineering

3 p r o c e s s  r e q u i r e s ,  o n  a v e r a g e ,  a b o u t  t w o  h o u r s  t o  c o m p l e t e .  B a s e d  o n  m y

4 exper ience, this is an appropr iate amount of t ime to complete this step.

5

6 Q- PLEASE DESCRIBE THE WALK-THROUGH OR FIELD SURVEY

7 THAT AN ENGINEER MUST CONDUCT FOR SPLITTER

8 COLLOCATION.

9 After madding any necessary changes to the drawings, the detail engineer provides

10 them to a field engineer who must then conduct a walk-through or field survey at

11 the central office. The field survey serves two important purposes. First, the

12 survey is necessary to permit a comparison of the drawings to the actual

13 configuration of the central office. Because of the rapid pace of growth and

.14 changes  in  Qwes t ' s  cen t r a l  o f f i ces ,  Qwes t  eng inee r s  mus t  conduc t  th is  type  o f

15 compar ison every t ime a CLEC submits a col location request.

16

17 Second, a field survey is needed to ensure that the space designated for the splitter

18 collocation is adequate. This evaluation requires several steps on the pan of the

19 Held engineer . For  example, the f ie ld engineer  must conduct a load assessment to

20 ensure that the weight-beaxing capacities of the floor and ceiling where the

21 collocation is occurring meet the requirements of OSHA and NEBS. This

22

A.

evaluation requires the engineer to coordinate with other Qwest employees in the
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rea l  es ta te  g roup who have in for rna t ion  about  the  we igh t-bear ing  capac i ty  o f  the

2 proper ty .  The eng ineer  a lso must take deta i led cab le  measurements ,  ident i fy  the

3 routing paths for the cables that will be used in the collocation, and determine

4 whether  any addit ional cable racldng wil l  be needed for  the job.

5

6 My discussions with the field engineers who have performed the actual field

7 surveys for splitter collocation establish that this process requires, on average,

8 about five hours to complete. This total does not include the travel time that

9 generally is an unavoidable part of the field survey process.

10

11 Q. AFTER COMPLETING THE PRELIMINARY ENGINEERING FOR

12 SPLITTER COLLOCATION, MUST QWEST ENGINEERS PERFORM

13 THE ACTUALENGINEERING FOR THE JOB?

14 Yes. Preliminary engineering refers to the planning that is necessary for every

15 collocation job. The engineering phase involves the preparation of the detailed

16 work prints and project management of the construction job. These phases are

17 separate from each other, and each phase is necessary for every request for splitter

18 collocation that Qwest receives from a CLEC.

19

20 Q- PLEASE DESCRIBE THE ENGINEERING THAT QWEST MUST

21

A.

PERFORM FOR SPLITTER COLLOCATIGN, AND STATE THE
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1 AMOUNT OF TIME THAT IS REQUIRED TO COMPLETE THIS

2 WORK.

3 Upon completing the field survey, the field engineer returns the drawings of the

4 central office to the detail engineer. The detail engineer adds any marldngs to the

5 drawings that are needed as a result of the field survey and then enters the new

6 drawings into the database. In many cases, because of this new job, the drawings

7 must be changed to reflect the locations of the cable placement, bays, cable

8 racldng, frames, floor bracing, and ceiling bracing. The detail engineer then

g orders the equipment needed for the splitter collocation job based on the drawings

10 that are in the database. After ordering the equipment, the detail engineer is

11 responsible for tracking the shipping and delivery of the equipment.

12

13 As part of the engineering of splitter collocation, a detail engineer must complete

14 database forms to lay out the circuit count and configurations for the customer.

15 The configurations specific ro each customer are built into the switch database to

16 facilitate order processing.

17

18 After inputting the information into the switch, the detail engineer must complete

19 the engineering of the job. This part of the process requires the engineer, first, to

20 confirm receipt of the equipment and materials needed to complete the splitter

21 collocation. The engineer must then "engineer" each circuit, which requires

4

22

A.

malting virtual connections for each circuit tMough the database. If a customer
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the detail engineer must establish 200 virtual

2 connections in the database.

3

4 The engineering phase of splitter collocation requires, on average, about eight

5 hours tO complete as established by the detail engineers, in various work groups,

6 who have performed the actual splitter collocations in our central offices.

7

8 Q. WHAT IS THE FINAL PHASE OF WORK THAT QWEST MUST

9 PERFORM FOR SPLITTER COLLOCATION?

10 A. The final phase involves verifying that the job has been engineered properly and

11 completing the paper work associated with the job. As pan of this process, the

12 detail engineer must verify that all circuits have been properly assigned and that

13 the cable and hardware have been properly placed. The engineer also must verify

14 that the circuits. have been transferred from the TIRKS Database and established

15 in the SWITCH Database. The detail engineer also must E11 out Excel

16 spreadsheets that set forth the location of the splitter and the cable counts. These

17 forms are provided to the CLECs and are essential to allow the CLECs to place

18 their orders for line sharing.

19

20 The experience of the detail engineers who have carried out the splitter

21 collocations have established that this final phase of the process requires, on

22 average, approximately seven hours to complete.
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1

2 Q- BASED ON THE DESCRIPTIONS OF WORK YOU HAVE PROVIDED,

3 HOW MANY HOURS ARE YOU RECOMMENDING BE INCLUDED IN

4 A CCST STUDY FOR SPLITTER COLLOCATION?

5 A. As my description of splitter collocation demonstrates, the average amount of

6 time required to complete this type of collocation is approximately 22 hours, two

7 hours for preliminary engineering, five hours for a field survey; eight hours for

8 engineering, and seven hours for job verification and completion of job forms and

9 paper work. Accordingly, Shave recommended that the cost study use 20 hours as

10 a reasonable, conservative estimate of the amount of time that Qwest must invest

11 to complete a splitter collocation.

12

13 Q. CAN YOU PLEASE OUTLINE THE STEPS NECESSARY TO INSTALL A

14 SPLITTER SHELF INTO AN EXISTING RELAY RACK?

15 Yes. The actual installation of a splitter shelf requires numerous activities. First,

16 the installation department must inventory all of the equipment that is required for

17 the splitter installation. Second, all of the auxiliary framing and associated

18 framework and relay racks must be placed. This activity requires the framework

19 to be drilled, mounted and secured to the overhead structure and the floor. Third,

20 an installer must unpack the splitter shelf and mount Ir into the relay rack. The

21 splitter shelf is secured in the relay rack by mounting screws. Fourth, an installer

22

A.

must install the appropriate number of connecting blocks on due MDF or the
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C O S M I C f r ame .  F i f th ,  an  ins ta l l e r  mus t  r un  c ab le  f r om the  c onnec t ing  b loc k s

2 vertically, up to the ladder rack and then the cable is routed through the central

3 office to the relay rack that houses the splitter shelf. The cable has ro be secured

4 to the relay rack and at all locations where the cable is loose and could be tom

5 away from the connections. Sixth, an installer must terminate the cable at the

6 connect ing  b locks .  Before  the  cab le  can be terminated,  each ind iv idua l  wi re  has

7 to be stripped of insulation and spread apart from the binder groups. Next, the

8 i nd iv idua l  w i r es  have  to  be  wr apped  down on  the  b lock  one  a t  a  t ime .  Seven th ,

9 the cable must be connected to the splitter shelf. Eighth, it is necessary to conduct

10 a  c o n t in u i t y  te s t  r o  e n s u r e  th a t  th e r e  i s  a  c o n t in u o u s  c o n n e c t io n  b e twe e n  th e

11 splitter shelf and the connecting block. Ninth, the connecting blocks, splitter

12 shelves and relay racks are stenciled. Finally, an installer must mark all drawings

13 to reflect the changes in the central office, update existing records, and provide the

14 updated records to the appropr iate parties.

15

16 XI. USE OF COSMIC FRAMES

17

18 Q- IS IT A CORRECT ASSUMPTION THAT ONLY MDFs WILL BE

19 UTILIZED AND COSMIC FRAMES WILL NOT BE USED?

20 No, real-world central offices include both MDFs and COSMIC frames. Qwest

21 has been using MDFs in its central offices for decades and has been using

v

22

A.

COSMIC frames for the past 25 years. COSMIC frames, however similar to the
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MDF 's ,  u t i l i z e  th e  s h o r t  j u mp e r  c o n c e p t  to  p r o v id e  a  c r o s s  c o n n e c t  p o in t  i n a

2 digital environment. Because they are smaller than MDFs, COSMIC frames allow

3 Qwest ro save space and, in  tum money in  i ts  centra l  o ff ices. These frames a l low

4 for single-sided jumper operations as contrasted with MDFs that utilize the

5 tradit ional double-sided arrangement. The space that Qwest saves through the use

6 o f C O S M I C f r ames reduces ,  fo r  example ,  the  bu i ld ing  cos ts  tha t  Qwest  incurs .

7 Without there frames, Qwest's overall operational costs would be higher.

8

9 Q- WILL THE USE OF AN INTERMEDIATE FRAME BE REQUIRED?

10 Yes, CLEC/DLEC testimony in some jur isdict ions has asser ted that a 100 pair  t ie

11 cable will be placed from the splitter location to the MDF or COSMIC frame for

12 voice and then another cable for  voice and data, and also, a 100 pair  tie cable from

13 the splitter  to the collocation area to calTy data. But what is omitted from this

14 assertion is that, in a 96-line splitter, there are 12, 25 pair cables that must be

15 connected into the back of the splitter. In this arrangement, there are 4 cables that

16 c o n y data, and 4 cables that carry voice, and then 4 cables that carry voice and

17 data. These 12 cables must "physically" connect to the 3, 100 pair tie cables that

18 connect to the collocation area and the MDF or COSMIC frame. Therefore, either

19 an IF is "physically" needed to make the transition from the cables that plug into

20 the splitter to the tie cables.

21

A.
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1 XII. THE AMOUNT OF LADDER RACK REQUIRED FDR

2 SPLITTER COLLOCATION

3

4 Q- HOW MUCH LADDER RACK IS REQUIRED TO PROVIDE SPLITTER

5 COLLOCATION?

6 Ladder rack is used in Qwest's central offices to place and secure the cables that

7 are routed from the relay racks. The ladder rack is located above the relay racks,

8 which houses different types of equipment. Qwest has conducted a sample

g survey in which line sharing has been installed. This survey establishes that the

10 average length from the main frame to the splitter location is 104 feet. Based on

11 the results of this survey, I have recommended that we assume an average length

12 of 100 feet. This assumption, based on actual lengths in the central offices

13 studied, accurately represents the costs Qwest will incur. (Refer to Exhibit 1)

14

15

16 XIII. CONFIGURATION OF RELAY RACKS

17 Q- HOW SHOULD A RELAY RACK BE CONFIGURED TO HOLD

18 SPLITTER SHELVES?

19 While a relay rack can hold up to 14 splitter shelves, Qwest recommends a 60

20 percent fill rate for each relay rack, which is eight splitter shelves per relay rack.

21 Again, this figure is a conservative assumption supported by what is actually

22

A.

A.

occurring in Qwest's central offices today. In Qwest's offices surveyed, where
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sp l i t te r s  have been ins ta l led ,  demonstra tes  tha t  there  is  cur ren t ly  an  average o f

2 only three splitter shelves per relay rack. In addition, there is substantial evidence

3 indicating that line sharing will be short-lived technology, and that, therefore,

4 there will never be high utilization of relay racks. For example, there has been

5 much recent discussion in the industry about the emergence of Voice Over IP as a

6 broad-based technology. In my view, technologies of this type limit the

7 foreseeable life of line sharing.

8

9 XIV. CONCLUSION

10

11 Q. DOES THIS CONCLUDE YOUR TESTIMONY?

12

13 Yes

14

15

16

17

18

A.
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ICO-1

Jco-2

Shared Loop (DLEC-Owned POTS Splitter resides outside Cage)

Shared Loop (POTS Splitter resides in Cage)

Cabling Footage JCO-3
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